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General Motors 
Can it get back 
into shape? 
Page 11 
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Daimlers Schrempp 
‘I am the king 
of the. snakes’ 
bitMYiew.P^elS 




China’s economy 
Devaluation is a 
loser's game 
Personal view, Page 10 
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Congolese rebels 
extend gains in 
eastern districts 
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Rwandan-backed Congo arm y 
rebels extended their hold an the 
east of the country yesterday, 
prompting South Africa's foreign 
minister Alfred Nzo to describe 
the situation as “crittcaT. The IB 
was discussing with African gov- 
ernments how to prevent the 
revolt against Laurent KabSa, 
Congo’s president, widening. 
Page 12 


White House thwarted again 

US Supreme Court Chief Justice 
Wiffiam Rehnqiist ruled that 
White House lawyers Bruce Lind- 
sey and Lariny Breuer must tes- 
tily in the probe of alleged presi- 
dential sex and cover-up. Page 4 

S Korean minister quits 
South Korean foreign minister 
Park Chung-soo resigned, having 
been under pressure over fds 
handling of a diplomatic dispute 
relating to espionage activities 
with Russia, a presidential state- 
ment said. Page 3 


Havefs condition worsens 

Czech president Vaclav Havel’s 
health deteriorated nine days 
after surgery. Doctors said his 
heartbeat was irregular and he 
had pneumonia. Page 2 


Action over private mosques 

Turkish state refig bus authorities 
are to take control of some 180 
privately run mosques as part of 
an anti- Islamist law. Secularists 
say such mosguas harbour anti- 
state activists. Ptaywri^it jaBed, 
Page 2 


Weekend leave for Carafe 
Spain’s government agreed to let 
former banker Mario Conde. con- 
victed of embezzlement, out of . 
Jail two weekends a month. - 
Conde is senring four years for 
defrauding Banco EsparioTde 
Credrfco of.PtasfiOOm (54.3m) 
whHe he ran the bank. 


Greek fire engrtfe vBaga 

A forest fire engulfed the village 
of Airthoussa/ne&r Athens, 
destroying at bast 10 homes arid 
damaging many others. - * 


flood washes away Cfahnfc troops 

Scores of Chinese troops sertt to 
tackb floods in Hubei province 
were swept away when -a <ffice ■ 
broke along fiie Yaigtze river. ■ 


CaB for acfioii oo 
A cross-party committee of fire 
British parCament called for swift 
UK actfon to sustain the bcoo- . 
omy of the vokancWvt Caribbean 
Island of Montserrat The com- . 
mittoe said the government must 
reconsider Its refuse to under- 
write fosuance on file island. ■ 


Colombb peace hopes d ashed 1 

T£*swtthone of Colombia’s 
biggest guenffla groups have ‘ 
broken downi setting bade hopes 
of an end tomorefiwi 35 years’ 
dv9 war. Page 5 • ■ 

TaMwn data more gains 

Tabbain Islamic movement forces 
in Afghanistan claimed futher 
gains against their opponents 
and said they captured Sar-i-Pul 
province with littte resistance. 

Ten face trial orer Fades fire 

Venice magistrates investigating 
the fire that destroyed the city's 
famous La Fer*» opera house 
more than two years ago asked 
for 10 peopb to be sent to trial, 
including the city’s mayor. . 

Harrods loses lawsuit 

UK luxury store Harods tost a 
legal fight to stop its name befog 
marketed in Argentina by a shop 
with no ties to the London tend^ . '^ 

male. 


BUSINESS-NEWS 


BASF reports strong 
results and plans 
New York fisting 


BASF. Bxope’s largest 
chwnicab company, reported 

unexpectedly strong foterim 

resufts. tt said it p fawne d to seek 
a fisting on tte New York Stock 
Exchange in 2000. Page W 


British raninn reported a 29 
per cent faff In second quarter, 
replacement cost profits to 
2542m (SBMofi because of tow 
oB prices. Page 13s Lex, 

Page 12 


AdUtataktewo, the wold’s 
second biggest sporting goods 
grotp, reorganised its top man- 
agement after kisser in Its skfing 
and golf equpment busbeeS. 

13 


Jafiosfiaer tftDhftag. SwitzBriancTs 
bi^est independent privete 
b ank, pos ted a 48 per c ent rise 
in interim pre-tax profits to . 
SFr£230m (5153m). Page 14 


SoMreaa Sachs. US kiM on t me nt 
bank, topped the league fefoie of 
advisers on Euopowi mergers. 
Acqissffions fifontfaiy magadne 
said. Page 14 . ' ,| - 


Amawwixom. Seatfte-based online 
bobtaeHer, is to acquire two 
internet companies in stock deals 
valued at 3280m. Page 16 


Panadat, acquisitive ttafian food 
and dairy products group, said it 
planned to raise LlJXXJbn 
($560m) ttuough the sale of 
3 avfog s.sh aP6. Page 14 


liiiaia B iwal Bfih p w Madfinas * 

has formed an alliance with Visa 
bitwnationd and Asia Pterifc to 
provide interactive services In 
soufll-east Asia. Page 15 - 


Atiss fibpa^&vedish engineering 
youp,r^3orteda26percant 
increase first-half operating 
profits to SKr2.16bn 3272m L 


AbtoaLAngfo-FrOTch «3^>eer1ng 
group. »id Leighton Holdings of 


bedvi«eh£aifo^ateid Sydney. 

;V 4 

Maire8hai^& wbre emended . 
fflmd-repWfefii£k Ae troubled 


house had 

^tacs-payment s to soma 
of testyp yro . Page 13 


parteeret^Y foflrs around ks 
Anaaldo energy tad transport 
afoaefiary. f^ge^f4 ; 


ton 3 g tetafHR.C ifil e gfiaa, a 

Kokusai Danshin Deriwa, won a 
51.1 Sbd oKier with three other 
ifo^es^b bufid an undersea 
cahfe aetata* connecting Japan 
and the LIS. Page 15 


ftef^reet; hoftfing company of 
former ttafian prim e minis ter SB- 
vlo Beriusconi, c onfir med it Had 
sokl bttck a 33.5 per cent stake 
in the German DSF television 
sports channel to Germany’s .. 
Wrcb group forL180bn (SICHm). 
Page 14 


Lionel tame Anglogoki of South' 
Afifea. -the world's biggest gold 
producer, hopes to take a ton 
Into the New York Stock 
Exchange to mark the company’s 
feting today. . V 
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Fears over corporate earnings 

drag down US shares 



■York 




US share prices goffered farther 

sharp loflBSS fcunAwfiny tr urilwy 

an WaS Street jteterfay as the 
market reacted lie evidence that 
the Asian crista has had a greater 
<]q us dtenponias . than 

bad bear predicted. - 

The Dow Joses Industrial 
Average, which has slipped 
steadily over the last three 
weeks, was down mere than 200 
points at one stain. By 3pm it 
had recovered -^slightly, down 
126.16 points at ' 8,660.58. more 
than 7 per cent off its. high of 
W8T three weeks ago. -;* • 

Corporate were 

wifely, seen as the. aiahi factor 
behind the downhau TOth 86 par 
cant eff the SAP 500- companies 
having reported second-quarter 
pr of its . First Call, the Boston- 
based research agency, reported 
that their earnings had grown at 
an annual rate of only 2.7 per 
amt Results from retailers, most 
of which have a second quarter 


Dow Joan 



4£80Bi 


1996 


A« 


running to the end of July, are 
expected to be better, but the 
overall rise in profits is not 
expected to be much more than 3 
per cent 

Charles Hill, bead of research 
at First Call, said estimates for 
the current quarter were also 
befog cut swiftly, with the con- 
sensus that profits would grow 


by only 6.9 per cent for foe third 
quarter. At the beginning of the 
year analysts had exported 15.1 
per cent growth for the third 
quarter, and this estimate had 
stifl been as high as 10 per cent 
at the beginning of last 

“I think worries about — minp« 
going forward are the biggest 
factor behind the market at the 
moment.'* he added. "People 
thought Asia was going to be a 
one-quarter problem. There's a 
realisation that this is deeper and 
longer than people thought, and 
if you lose a year's worth of 
growth it’s hard to see the 
market mntJwiiing to go up.” 

All the main US indices 
showed sharp falls, with the SAP 
500, a broader benchmark of the 
market, down mere than 2 per 
cent at 1,09328. The Russel! 2000 
index of smaller companies, 
already below the level at which 
it started the year, was down 
more than 25 per cent at 404.12. 
The Russell is more than 14 per 
cent below its April high. Senti- 


ment was also affected by 
comments hum Ralph Ammpura. 
equity strategist at Prudential 
Securities and one of the best 
known “bulls" on Wan Street. He 
said he was forecasting un "inter 
r upturn to the bull market" 
which would sec the Dow fall 
between 15 and 20 per rent from 
Its high as blue -chips "follow the 
direction c i midcap names''. 

Equity strategists at JP Mor- 
gan said the slowdown in profits 
this year could be attributed to 
several factors, led by weak 
commodity prices following the 
slowdown in Asian economic 
growth. The strength of the 
dollar was also important, with 
negative currency translations 
slowing growth at global con- 
sumer goods companies. Other 
problems included higher US 
healthcare mats, which rose by 
26 per cent in the second quar- 
ter. and spending un the Year 
2000 software problem. 


Japanese 
move to 
avert new 
yen slide 


By fiMm Tatt and 
Kfasam Marchate la Ttkyo 


Pape 32 


UN weapons talks 
with Iraq collapse 


By Ratal Kbafaf in London 
tod taws Staer h Mew York 


The United Nations was 
yesterday braced for renewed 
c on fro n t a tion with Iraq following 
the collapse of talks between 
Iraqi officials «iii foe chief UN 
weapons inspector- - 
Richard Butler, . head, of 
Unscom,-the special commission 
charged with finding and dis- 
mantling Iraq's weapons of winca 


destruction, cot short his visit to 
Baghdad after Iraqi officials 
te fego A to agree to a new -work 
schedule to meed up inspections 
and demanded fistnnttmt fflgg 
be dosed. • 

“He [Tariq Aziz, Iraq’s deputy 
prime minister} demanded 
that I repeat to the {UN security] 
COUndl flwt ftTl (iBByTTunnwif- is 
already completed,** Mr Butler 
said yesterday. “1 don't have suf- 
ficient evidence to do that 
report.’’ 

At .the UN, Kofi Annan, the 
secretary-general, said that, 
while the breakdown of talks 
may be a big hiccup, he hoped it 
could be overcame. He said he. 
was waiting for Mr Butler to 
report to him and to the security 
council before <n»inng further 
Judgment -Mr Butter is expected 
to report to foe UN tomorrow. 


Mr Annan, brokered a deal last 
February, averting a US- and 
UK-led military strike on Bagh- 
dad and opening up. presidential 
sites to weapons inspectors. He is 
expected to step up efforts to 
defuse the current stand-off. 

PJ. Crowley, the White House 
spokesman, yesterday warned 
Iraqi president Saddam Hussein 
•he could not hope to see an end 
to sanctions until Iraq complied 
with all its ohhgalionsL 
Two months ago, Iraq pledged 
to co-operate fully with Unsoam. 
'[foe special wmttnittftar agfeed X 
two-month .accelerated work 
schedule to end -inspections 
before the October review of 
sanctions in the security coundL 
But haq continued to insist ft 
had provided inspectors with ah 
necessary evidence and Ilnscnm 
continued to demand more evi- 
dence that Baghdad . had 
destroyed its deadly weapons. 

This week, Iraqi officials 
reacted aggressively to Mr But- 
ler's suggestions that much work 
remained to be done. 

In London. Robin Cook, the UK 
foreign secretary, said Iraqi 
ririnw that Unseam was haggling 
over minor details were “patently 
absurd”. He urged the Iraqi gov- 
ernment to agree to Mr Butler's 
new programme of work. 



Thf Japanese government 
yesterday scrambled to avert the 

I 1 threat »f a new slump in the 
value of the yen by hinting It 
_ would mroudrr intervention and 
j unveiling new pledges to cut 
hu-nmi’ tea. 

Knrhi Miya/itwa, finance min- 
ister. said the ruling Liberal 
Demur rat ic party’s key pulley 
group lutri agreed to cut the top 
rate uf income tux lnmi l£ per 
i rent tu 50 per eenl tn revive the 
j country's flagging economy 
It Is the find time the ruling 
party has committed itself to a 
I politically sensitive reduction tn 
| the tup rate. 

j In early trading yesterday In 
I Asia, the yen fell to Y146.05 
against the US dollar. 

; It rallied later to Ym.H0 after 
j several senior ministers said 
intcrvinliun would be comndered 
I in extreme circumstances. The 
Nikkei 225 average lost ground 
ou worrit's about the yen and 
closed down 141.50 points at 
16.02458. 

The comments by ministers 
were designed to reverse market 
sentiment following Mr Miya- 
zawa’s statement last Friday, a 
day after he took office, ruling 
out intervention to support the 
yen. 

Mr Miyazawa himself said yes- 
terday: “My statements may have 
been insufficient or sent the 
wrong message. It was not my 
intention to soy that Interven- 
tions are unnecessary.” 

In June. Japan and the US 
jointly Intervened to support the 
yen, when the Japanese currency 
fell to an eight-year low of 146.75. 

Opinion polls published in Jap- 
anese newspapers said Keizo 
Obuchi, the prime minister, had 
attracted the highest disapproval 
ratings for a sew prime minister 
in more than three decades of 
polling. 

Mr Obuchi is expected to give 
details of the government’s tax- 
cutting agenda in his inaugural 
speech to parliament on Friday. 

Mr Miyazawa said foe planned 
cut in top rate income tax would 
be finalised in January, as part of 
a previously announced package 
of Y2.000bn ($i4bn) of corporate 
tax cuts and Y4.000bn of income 
lax cuts. 


ki Bahrein yesterday after cuttkigteort tea BaghdadvMt AP 


Consumer demand. Page 3 
Markets, Page 32 
Currencies, Page 21 


Employers bid to head 
off consultation law 


Europe’s employers are to 
consider a last-minute policy 
reversal to head off the introduc- 
tion of European Union , laws 
forcing them to consult workers. 

Tfoeir leaders have been called 
to & special “council” in October 
to decade whether to overturn 
their previous rejection of negoti- 
ations with trade tfoions on a 
fram e w ork fox employee consul- 


tation. 

The European Commission has 
warned it Will bring forward leg- 
islation in foe autumn on ‘Tnfor- 
pwtfon and consultation at the 
national level'* unless Unice, rep- 
ffMsitfog private sector employ- 
ers, agrees to talks with the 
fo aropean Trade Union Cunfeder- 
aticn (Etuc). 

Many employers, including 
senior Unice officiate, believe 
tews Imposed from Brussels are 
likely to be mete onerous than, 
an agreement resulting from 
negoti a tions with the onions. 

Under draft proposals being cir- 
culated within the commission, 
employers aath as few as 20 
employees would be forced to 
talk with workers on issues such 
as redundancies, production, 
sales and- the disposal of 

Employers who flouted the 
jfrles would face sanctions- and 
their dedrinns could be reversed. 


However, rather than impose leg- 
islation, Padraig Flynn, employ- 
ment commissioner, would prefer 
employers and unions to negoti- 
ate a framework that could then 
be adopted into national laws. 

Etnc and Ceep, representing 
public-sector employers, agreed 
to talks, as did private-sector 
employers in a majority of EU 
member states. But Unice 
rejected the negotiation option 
because of apparition from mem- 
bers to' the UK, Germany, Greece 
and Portugal. 

Unfoe yesterday announced it 
had cdled a meeting of its “coun- 
cil of presidents’' in Brussels for 
October 16 to reconsider the 
issue. Georges Jacobs, new Unice 
president, said the meeting 
would follow the September elec- 
Hons to Germany. 

Chancellor Helmut Kohl is 
opposed to an EU directive an 
worker consultation but a Ger- 
man government under Gerhard 

SchrOder, his Social Democrat 
rival for the chancellorship, 
would be more likely to favour 
EU-wlde consultation rules. 

Mr Schroder’s election would 
increase significantly the 
chances of member states 
backing commission proposals 
far legislation on consultation, 
although Tony Blair, UK prime 
minister, remains strongly 
opposed to EU consultation 
laws. 
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Waigel offers new tax reform plan 


By Tobias Back In Bonn 


Theo Waigel, finance 
minister, yesterday set out 
12-year goals for reforming 
Germany’s complicated pub- 
lic finance system which 
could speed tax changes and 
encourage competition 
between the 16 federal 
states, or lender. 

The proposals may serve 
as guidelines if Chancellor 
Helmut Kohl's centre-right 
coalition defies opinion polls 
and is reflected in the gen- 
eral election on September 
27. In a RTL television inter- 


Russia 
moves to 
protect 
investors 


By diaries CPowr to Moscow 
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view last night, Mr Kohl said 
Mr Waigel would remain 
finance minister if his gov- 
ernment won an election vic- 
tory. 

Mr Waigel proposed a 
clearer division between tbe 
tax and expenditure respon- 
sibilities of tbe federal gov- 
ernment and tbe Lander. At 
present 20 per cent of fed- 
eral spending goes on activi- 
ties where responsibility is 
shared- To cover these costs, 
revenues from taxes such as 
VAT and personal income 
tax are divided between both 


This gives the Hinder the 
right to veto most tax pro- 
posals in the Bundesrat. Ger- 
many’s second legislative 
chamber, which represents 
tbe federal states. At pres- 
ent, the opposition Social 
Democratic party (SFD) has 
a comfortable majority in 
the Bundesrat. 

Mr Waigel complained 
that this bad allowed the 
opposition to strike down a 
badly needed tax reform last 
year and had led to “too 
much bureaucracy”. 

He suggested that direct 
taxes such as personal 


Income taxes and corporate 
taxes should go to the 
Lander, while Indirect taxes 
such as VAT and taxes on 
fuel, tobacco and alcohol 
should be raised by the fed- 
eral government in Bonn, 

In return, federal states 

would bear, sole responsibil- 
ity for universities, regional 
economic structures and 
social housing. 

Alternatively, federal 
states should be given tbe 
possibility to add a sur- 
charge to personal income 
and corporate taxes, thereby 
-encouraging competition". 


Mr Waigel suggested. How- 
ever, re f orm of. the current 
system would require chang- 
ing Germany’s constitution - 
which would need SPD 
approval. • 

Mr Waigel said that if the 
government suritoredbeyond 
September 27. he would seek 
to implement parts, of hist 
■year's . failed tax reform 


or at the beginning of 1999. 
He reaffirmed his promise of 
a DM30bn ($l6-9bn) net tax 
reduction. 

Meanwhile, Mr Waigel 
repeated his cr i tici s m of Ger- 


many’s finanriwT contribu- 
tions to the European Union, 
stressing the government’s 
ambition ' to wit net pay- 
ments team the current level 
of 0.6 per cent of . gross 
domestic 'product to 0.4 per 
cent 

• The EU budget should he 
slashed, he said, and'pbwer 
should, be handed back to 
member-states and their 

regions. 

The SPD dismissed Mr 
Waigel’s proposals, saying: 
"In the past his plans did 
not stand tip for 1 2 months, 
let alone 12 years”. 


Reality may yet 
burst Baku’s oil 


AzBibaQdniffe tart for off- 




expectations 


Russia's financial markets 
regulator yesterday 
announced a vast legal pro- 
gramme designed to protect 
minority shareholders and 
stimulate interest in Rus- 
sia's lacklustre stock mar- 
ket 

The initiative win be sub- 
mitted to the State Duma, 
the lower bouse of parlia- 
ment by the end of the year, 
said Dmitri Vasilyev, head of 
the Federal Commission for 
Securities. 

The “State Programme far 
Protectionof the Rights of 
Investors” consists of 17 
laws and government resolu- 
tions. "The government 
clearly realises the necessity 
of bringing the protection of 
investors' rights to a new 
IeveL" said Mr Vasilyev. He 
said the first priority would 
be to “fill in the holes” of 

ente ring le gislation. 

“It is a very solid pro- 
gramme. It should certainly 
serve to boost the confidence 
of investors,” said Bruce 
Bean, chairman of the Amer- 
ican Chamber of Commerce 
In Russia, who Is a corporate 
lawyer with the Moscow 
office of Clifford Chance, the 
law firm. 

Part of the programme had 
been requested by the Inter- 
national Monetary Fund as a 
condition for a $22.6bn bail- 
out loan announced hi July. 

The programme is evi- 
dence of a new emphasis on 
corporate governance in 
Russia, resulting from disil- 
lusionment with the results 
of the privatisation effort 
earlier this decade. 

Many problems associated 
with the state-run economy, 
Such as asset-stripping and 
transfer pricing, are still 
rampant despite privatisa- 
tion. For example, many fac- 
tories sell their output 
through trading companies 
owned by shareholders, 
which buy at cost and often 
in barter, leaving no cash to 
pay workers. 

Mr Vasilyev contends that 
such transfer pricing “totally 
ruins Russian enterprises. 
For instance, all tbe coal 
mines have been put into a 
miserable- state through 
these violations.” 

He said that the law on 
joint stock companies should 
be changed, so that all trans- 
actions by a company 
require the approval of a 
majority of the disinterested 
shareholders. He also said 
the programme foresaw a 
procedure for bringing class 
action suits against a compa- 
ny's management 

Mr Vasilyev said the 
plan's other objectives were 
to restore confidence in Rus- 
sia’s stock market by introd- 
ucing compensation and 
insurance schemes for inves- 
tors. and to require better 
financial disclosure. 


So far, no foreign consortium cbnducting 
exploration In Azerbaijan has dfecovered 
oil in large quantities, writes Cariotta Gall 
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A mid Baku's sweltering 
summer heat, the part- 
ners In the first foreign 
exploratory project in Azer- 
baijan are dealing with a 
multi-million dollar ques- 
tion. Should they drill an 
expensive third exploratory 
well in their offshore Kara- 
bakh field, as the govern- 
ment is asking them, or 
abandon the project after the 
first two wells felled to 
strike oil? 

The partners of the Cas- 
pian International Petroleum 
Company (CIPCO) - Penn 
zoil of the US, Lukoil of Rus- 
sia and Agip of Italy - are 
understood to want to cut 
tbeir losses after spending 
some $90m on the explor- 
atory phase. Azerbaijan’s 
State 00 Company (SOCAR), 
which has a 7.5 per cent 
share, hades the gov er nment 
in demanding the consor- 
tium fulfil its commitments. 

Whether CIPCO drills its 
third well or not, the widely 
held view in Baku is that the 
rates of gas and condensate 
discovered will not prove 
profitable for development of 
the field. If CIPCO folds, it 
could he the first of several 
developments to burst the 
babble of Azerbaijan’s great 
expectations of Caspian oil 
wraith. 

Last year the big interna- 
tional oil companies were 
rushing to secure chunks of 


Azerbaijan’s offshore shelf 
as its flagship consortium, 
the BP-led Azerbaijan Inter- 
national Operating Company 
(AlOC), was poised to pro- 
duce its first ofL 

"A year ago there was a 
bit of hype among the oil 

com panies that you’ve got to 
get out there," said Mike 
Shearman, president of BP 
exploration. “Then CIPCO 
took the wind out of their 
sails, ” he 

Many regard the Caspian 
basin as a key area of poten- 
tial growth for the oil and 
gag business over the next 
decades. Estimates of Azer- 
baijan’s oU reserves vary. 
SOCAR now puts the figure 
at 30bn barrels of 00 equiva- 
lent, wh0e independent ana- 
lysts say I5-20bn barrels. 
Recoverable reserves of 
fields currently in produc- 
tion are some 2,6bn barrels. 

00 companies are stiff 
“stepping up to the plate" as 
one oil executive put it. 
SOCAR has no shortage of 
negotiating partners and 
intends to sign another three 
oQ deals this year, bringing 
the total to 15, representing 
nearly $50bn afinvestmeut , 

Yet so far. nd foreign con- 
sortium conducting explora- 
tion in. Azerbaijan has dis- 
covered oil in large 
quantities. “We are on a bub- 
ble here, ft Is not a reality 
yet,” admits one oil execu- 
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tiye. Although Azerbaijan 
has been producing off for 
more than a century, the lat- 
est exploratory work has 
turned up mostly gas. After 
CIPCO, another consortium, 
the North Apsheron Opera- 
tion Company (NAOC), led 
fay US companies Amoco and 
Unocal, found only limited 
o0 and more gas when dril- 
ling its first well last year. 

According to the NAOC 
president, Tom Klocken- 
brink, the well showed daily 
rates of 620.000 cn m of gas 
and 40 tonnes of condensate, 
and 460 tonnes of oil and 
364)00 cu m of gas in the two 
zones tested. 

. . Mr Klockenbrink said it 
was too early to say whether 
he felt optimism or disap- 
pointment The consortium 
will start drilling the second 
of three exploratory wells 
later in August and expects 
to have test data from that 


well by October. 

But his reserve and the 
glum feces at CIPCO tell 
their own story. No consor- 
tium in Baku is happy to 
find gas. There is no signifi- 
cant domestic market for gas 
and no pipelines in place to 
export it. Most of the produc- 
tion sharing agreements are 
drawn up for oil develop- 
ment and would need 
reworking to encompass gas 

production. 

Foreign companies are 
starting to look at the feasi- 
bility of gas production in 
Azerbaijan for the first time 
this year hut the consensus 
is that there will have to be 
investment in a transporta- 
tion system and enough vol- 
ume to make it worthwhile. 

All hope in Baku is 
focused on the next offshore 
field under exploration south 
of Baku, Shah Denis. A sev- 
en-member consortium, led 


by BP and Staton, the Nor- 
wegian state oil company, 
has just begun drilling its 
first exploratory well there. 

Shah Deniz is recited 

almnat- llta g man tra in the 

Azeri capital.' It is the field 
that everyo n e hopes will put 
the boom firmly back into 
Baku. BP places its chances 
of striking oil as one in 
three. But BP’S Mr Shear- 
man is quick to point out 
that there is a gas field 
nearby and that officials at 
SOCAR have predicted they 
will find gas. " 

The Shah Deniz reservoir 
lies very deep, at some 
6,OOOmbeneath the seabed, 
and first results are not 
expected before ’early next 
year. When they came, they 
will be crud&l in defining 
whether Azerbaijan can live 
up to its promise and 
become a large oil exporter 
in the next century. 


SPANISH SCANDAL FORMER PREMIER JOINS FIGHT TO CLEAR JAILED COLLEAGUE 


Gonzalez returns to political fray 


By Ton Bores In Madrid 


Felipe Gonzdlez. who 
became Spain's longest-serv- 
ing prime minister between 
1982 and 1996, has reentered 
domestic politics scarcely a 
year after he resigned as 
leader or the Socialist party. 

The circumstances of Ids 
return have rattled his cen- 
tre-right successor, Jose 
Maria Aznar, and dismayed 
those who, believing the 
Gonzdlez era to be over, 
were budding a new progres- 
sive consensus to challenge 
the ruling Popular party. 

Mr Gonzdlez has vowed to 
overturn a Supreme Court 
ruling under which Jos6 
Barrionuevo, his one-time 
interior minister, was sen- 
tenced last week to 10 years 
in prison. The ex-minister 
was found guilty of links to 
an undercover campaign 
waged in the 1980s against 
suspected members of the 
outlawed Basque separatist 
organisation Eta. 

Mr Gonzdlez has accused 
the judges, who found Mr 
Barriomievo guilty by a 
7-to-4 margin, of bowing to 
political pressure and deliv- 
ering a sentence without suf- 


ficient proof. 

A practising labour lawyer 
more than 20 years ago, Mr 
Gonzdlez has reapplied to 
join the Madrid bar and 
plans to take an active part 
in preparing Mr Barrio- 
nuevo’s appeal to the Consti- 
tutional Court early next 
year. 

His decision has aborted 
speculation that Mr Aznar 
would consider a general 
pardon for Mr Barrionuevo 
and n other co-defendants. 
Officials hinted the govern- 
ment would be “generous” 
after the sentence was 
announced but, after Mr 
Gonzdlez's attack on the 
judges, Mr Aznar said a par- 
don would “not be logical”. 

The prime minister's 
advisers are concerned that 
the murky episode of tbe 
so-called Gal (Anti-terrorist 
Liberation Groups) hit 
squads will dominate the 
political agenda at a time 
when Mr Aznar wants the 
electorate to savour Spain's 
strong economic perfor- 

manes. 

The hit squads, formed of 
mercenaries, claimed 28 vic- 
tims between 1983 and. 1967. 

Mr Gonzdlez’s return has 



Gonztiez Qefl) has em ba rrassed his successor, Josep Borrel 


also embarrassed Josep Bor- 
rell, a former Gonzdlez min- 
ister who was surprisingly 
chosen earlier this year to 
lead the Socialists in the 
next general elections. 

Mr Borrell defeated the 
party’s secretary -general, 
who was backed by senior 
Socialists, including Mr 
Gonzdlez. His triumph 
reflected a widespread wish 
by tbe rank and file to dis- 
tance themselves from the 
sleaze and “dirty war" alle- 
gations that clouded Mr 
Gonzdlez's last years in 
office. 


Mr Borrell has urged 
Socialists to “look to the 
future”, and bis reaction to 
the Supreme Court sentence 
has been much more muted 
than that of Mr Gonzdlez. 

Unlike - other party-stal- 
warts who have called for 
inquiries into similar 
undercover tactics against 
Eta before the Socialists 
came to power, Mr Borrell 
has promised that the Social- 
ists will not “parade the 
corpses of the past".' 

His support er£ now fear 
that his profile And mtyg m g n 
will be wholly overshad- 


owed. “We suspected that 
Gonzdlez never really meant 
to retire, and now he is back 
with a vengeance." .said one. 

Close colleagues of Mr 
Gonzdlez say he is moved 
solely by Ins determination 
to establish the innocence of 
Mr Barrionuevo and of Raf- 
ael Vera, who held the num- 
ber two job ’in the interior 
ministry . at the t tapg of the 
“dirty war" and also 
received a 10-year sentence. 

The other defendants, who 
included former 'high-rank- 
ing Socialist officials and 
police officers, pleaded guilty 
at the Supreme Court hear- 


Mr Gonzdlez - says the 
charges ware trumped up.by 
tiie Popular party and the 
lightwing media to blacken 
tbe record of the Socialists 
inofficer ~ ~~ 
others say Mr Gonzdlez 
has thrown himself into Mr 
Barrionuevo’s defence to 
prevent responsibility for 
the “dirty war” reaching fur- 
ther up the -political ladder, 
and directly affecting hfm. 
“Gonzdlez has re-entered 

politics to salvage his repu- 
tation,” an EU diplomat in 
Madrid said yesterday. 


Greece to ease rules for listings 


By Kerin Hope In Athens 


Greece's Socialist 
government plans to ease 
the requirements for public 
offerings on the Athens 
stock exchange as a way of 
encouraging more compa- 
nies to seek a listing 

Parliament is to approve 
legislation this month per- 
mitting Greek companies to 
make offerings after publish- 
ing balance sheets for three 
rather than five years. ; The 
minimum-25 per cent capital 
increase required for a list- 
ing will be abolished, and 
underwriters will be allowed 
to set share prices through 
a book-building process. 

Companies aeakiug a hat- 


ing under the new regula- 
tions may also have to 
undergo audits to interna- 
tional standards rather than 
rely oh Greek accounting 
procedures, the economy 
ministry said. 

Cheek share prices soared 
after a 32J per-cent deval- 
uation of the drachma in 
mid-March which accompan- 
ied its entry to the European 
Union's exchange rate mech- 
anism. 

Market confidence that 
..Greece wifi achieve its aim 
of adopting the euro in 2001 
has sustained a record- 
breaking rally this summer. 
The hoarse index has risen 
88 per cent since January. 

The government is trying 


to encourage domestic sav- 
ers to overcome long-held 
reservations about investing 
in the stock market, as part 
of the preparations for alter- 
ing the euro-zone. Its struc- 
tural reform programme 
calls for privatising 12 state 
enterprises through offerings 
on the Athens bourse over 
the next 18 months. 

Demand has been s trong 
for retail share tranches in 
recent privatisation offer- 
ings. Small investors have 
also helped drive up prices 
of banks included in the gov- 
ernment's fast-track privati- 
sation programme. 

But institutional investors 
complain the market lacks 
liquidity, in spite of several 


large privatisation offerings 
this year in banking, tele- 
communications and oil 
refining. -. 

By comparison with other 


sidiaries Of n roltinatkwialB . 

EarSer tiffs year, Stet Hel- 
las Telecommunications, the 

Greek mobile telephony 
operator controlled by Tele- 


southem European stock- com ltafia andTNynex of the 
markets, few companies’ . iJS, decided against listing in 
shares are traded on a daily , Athens because of the capi- 
hasis and volumes are small, fed increase requirement. 


averaging less than DrifiCSm Stet Hellas instead raised 
(S340m) daily. $SSTm through an offering in 

A government official raid tile form of Dutch and Amer- 
the- liberalisation was- lean ^ depositary receipt 
intended to encourage “fast- arrangements., 
growing medium-sized com-. Fanafon, Greece’s second 
pantos to come to 'market, as private cellular operator 
weft- "bigger-compasiiB 'is cotitraQed by the 
that would not previously UK's Vhdafone, fs under- 


have considered a listing": 
These would include ship 1 
ping companies, hotel and 


stood to haw postponed a 
public offering until Novem- 
ber to take advantage of the 


tour operators and local sub- new regulations. 






NEWS DIGEST 


ITALIAN FINANCES 


Public sector surplus 
lower than expected 


Italy's pu&Kc sector finances showed a = 

expected surplus of L3.000bn ($1.71 bn) in July. This took 
the deficit for the first seven months of this yW t O - ; ; 

L45,300bn comparedwitfr L29,532bn in the same period 

^TTwJuiy finances had been expected to slwwasurplus 
of about L5,000bn compered with a deficit of In 

July 1997: Changes In the tax calendar were blamed for 
foe cfisappofntkigflgures However, ^ 
remains confident ft.wUI meet Ks target Of a LSMOObn 
dofiert for the whole 'of 1998, in line with its aim of achiev- 
ing a 2.6 per cent deficft-to-GDP ratio this year. Larger tax 
receipts are expected fa boost government income in the 
second half of the yea-. . ' ■ . . 

Andrea Monorchio, foe government auditor, 
day that public spenefing was under control and that he 
saw no cause for concern. However, economists are wor- 
ried that Icwer-than-expected growth this year risks reduc- 
ing tax revenue in foe second half. Paul Betts, Milan and 
Reuters, Rome 


GREEK RAILWAYS 


Restructuring plans announced 


Greece's Socialist government wffl write off DrtSOObn 
($2bn) of debt accumulated by Hellenic Railways Organisa- 
tion (OSE) and.cut 2,000 out of 13,000 Jobs under a 
restructuring scheme for state-controlled transport compa- 
nies OSE is the last of four big state enterprises to be 
restructured under a scheme to reduce subsidies to public 
sector corporations. The schema is part of 'a structural 
reform package to help Greece duality for membership of 
foe euro in 2001. 

The transport ministry said it would arrange transfers to 
other government agencies aid early retirement packages 
for OSE workers who lost their jobs. After a series of 
strikes at Olympic Airways, the state carrier which was 
restructured earlier this yea, the Socialists are anxious to 
win the backing of public sector unions. 

The ministry is trying to negotiate union agreement on 
shotting dbwri Ifttte-tsed railway lines in southern Greece, 

It has also proposed splittlrQ crff QSE's freight-handing 
operations, which would be run by a new company with 
managers from foe private sector. Kerin Hope, Athens 


CZECH PRESIDENT 


Havel’s health deteriorates 


The health of foe Czech president, Vaclav Havel, deterio- 
rated overnight his medical team said yesterday. They 
cited an irregular heartbeat and the onset of bronchial 
pneumonia nine days after he underwent intestinal surgery. 
The heart problem is the latest serious ailment to afflict the 
61 -year-okl playwright and former dissident 
Doctors said he remained on a respirator a day after 
they cut a hole in his throat to aid hie breathing when his 
right lung collapsed. “Computer analysis confirmed the ini- 
tial stages of bronchial pneumonia,” they said in a state- 
ment Mr Havel's right lung collapsed after fluid bu&t up 
from an infection on Sunday night just hours after he had 
been removed from, a respirator. 

Mr "Havel underwent cancer surgery' to remove' small 
lung tumour hi 1996 and nearly died from post-operative 
pneumonia. Last Apr! his large Intestine ruptured while he 
was orf hofiday in Austria Doctors said then that quick 
work by sufgeons In Innsbruck saved his life. 

in January, parliament narrowly voted Mr Havel another 
five-year presidential term, which the Czech constitution 
says must be his last Reuters, Prague 


CLEANING WORKERS 


Labour commitment hailed 


Flat, the Geneva-based union federation that represents 
11m private sector service workers, has hailed a positive 
commitment to working with organised labour from ISjS, 
the Danish-based international contract cleaning group. 

Waldemar Schmidt, chief executive of 1SS, which has 
126,000 employees in 32 countries, said: “Our experience 
has been that well run unions and organised labour can be 
a guarantor of benefits for both foe company and its 
employees, helping consistently achieve mutually satisfac- 
tory results." 

Ret said the ISS statement was a breakthrough for 
workers around the globe in the cleaning and property ser- 
vice sector, which' had been seen as a "no-go" area for 
traditional union organisation. There are 2m cleaning work- 
ers In Europe alone. Andrew Bolger, London 


POLISH PROTESTS 


Farmers urge import barriers 


Farmers blocked roads across Poland yesterday, demand- 
ing tiie government raise barriers to food Imports and 
granlmorefunds to modernise agriculture before Poland 
joins the European Union. The farm minister, Jacek Janl- 
szewski, promised he would ask toe government to ban ■ 
imports of cheap grains temporarily if market support 
measures proved ineffective. 

“Farming production In Poland must be profitable. We 
demand cheap credits, protection of the domestic market 
and a system at contracts that would ensure, that farm 
output can be sold/ said Andrzej tapper, one of tfw pro- 
test’s organisers. He said farmers had staged about 200 
road blocks, dumping grate and potatoes In some places. 
“We will pretest in this way every Tuesday until the gov- 
emment starts to treat us seriously," he said. 

The government, acknowledging that farmers might face 
problems seffihg this year’s harvest because of low prices 
abroad and ample reserves, has announced minimum 
price s on Imported agriculture products, notably grain, 
from August 6. The protests highlight the poor condition of 
Poland's farm sector, considered an obstacle to EU mem- 
bership. Reuters, Warsaw 


TURKISH TRIAL 


Playwright and actors jailed 


A pla/wright and an actor were sentenced to 24 years In 
prison yesterday for ^ staging a play In turkey portraying the 
military as persecutors of devout Moslems. Four other act- 
ors were sentenced to -16 years in prison. This was their 
second trial. The first resulted in sentences ranging from 
two to three years. An appeals court ordered the new trial, 
saying the sentences ware too light 
The court convicted foem'bofo times of provoking reC- 
gtous hatred with foe play An Enemy of God, which 
depfoted a ccrtjufoy where armed fbntes oppress Moslems, 
The Modems. reMate by declaring a.lidy war. It was 
Staged in several towns fast year when Turkey’s staunchly 
secular military was pressing the then Islamist-led govern- 
ment to back down on its pro-Islam policies. The govern- 
ment eventually was forced to resigrt 'AP, Ankara 


U.A J’ 


^ foreign minlfl 
2d out in spy HHtf 






-wteii 




• AM* 




■ J %s Disney refcMi 


• : mn » i 

•• I 


****** 

■o, f 


***,*£ r;§ 

nantlnttai 




•' A -*** 








. T talks „ 




fjj 

’• -‘S&najfciii 

" -yr-t. 




3 



*M*;n * 


* n 'M, 




A "CiU 


ST, 




tJ HSr 


'V. M.frs 

FINANCES 

&*** 

8,3,1 e *Pe«J 


»Nfe ■vfe.-j ■ 
*"*» , . 

•hWftrTl*. :.. 

HWlfl .:,v- • 

toto - 

iLV t . 

rwr 

IMtfiniwvEui.: %, 

Si* V’A^p .< . 
ft ik* . _ r 

. -’ ri |%ar , c-. . " , 
BAk #f r«rv--- v 

•W-ha" _,f > fv . t 

ihtii M. ■;». TT *V 

ftp iS<SA. 

Hit -. tircje. r. : .., 

*«W I--**, f- ... 

fcra. Home 


,7*01 

• V*!.., -* 

■* 1 “* Uie 


••••-.. iSa ^i 

“ .*. V f ' C '" , "0 In <u. 


"•■■"■ a,"** 


1 


con^ 

•■'vtr 


:i -v**55st 


Railways 


•tincturing 

WT4 tfc.SJ.TJL 1 ::. ,.. 
nJ.sJftOrts* sri .... 
l "l » 

0*>f ,?i I’!*: :•(■•' .-■ • ■ 
UCHcWsS jrtasni 
0# ■•■: :>- r 
Witter 'K»n- ;.• i'- , 

nunc »y . : iH ' * 

. 

f ifl^T^T-rT rr.-.T 

?^C Wivtn*. v 
f**» •-* >< ?, r. - r\ 
V*iy#0. K-'i'TV- T. 

01 j Yj - » ; 

|0[ ttWV*h \ * 

ftmy .Jr** 

;v 

i Mlm i r —V- »• -• 

*«*•« *-vi *!.r. ; 


plans 


annuli^ 


■ itffcnsfy 

I** 8 

■•■ ^-alA-for, 






•'•c-ic 


• ' --*5 After £*** 




' ■ 

..'. ;’ 1 ^ ri:a5a «an^ 


uH-a 


a ?ttnislr 


:'i'** l **S 

j We canoJj 


-■ K * nni S?5I 


BCK HttSlDENT 


Wit’s health deteriorates 





• • \h 

it Ofr ,-i I.V.- . • 

■ “ -"it: 

Mow T* -J-'*' ' 

. -ao“ 

*mr* rs^.w— 


&*;*•. ... • 


'*Jr 1 "r 

* ■■ ■ ■ r 

I'***?-?* •••• • •• ‘ ■ 

• rxrrgs6n 

flgeto ' ' - 

'» ■ • 

m tv-'* :*■. **'• - 

“u.KSnas 


.. .'.v rdtfij 

teip wjv-. 


****-'*-■'? v -' -• ” 
V.mern- ■=■ •• 

■ . .*«-••. reiifl 

£%«■*** 

ypiiiM, ar-3-“. “ 

iilnlbiiW*.- - - 

— -r.'— - MSor* 

% !£p 

•Ptif mm#'*-*. • 

t JMMWrv 

■ ■ -ir.i’a S 
. ..vs-f -srfto 

- -x. . s-ansjr 

(hktfV ’ 1 

a nfnaa*' tw Pwp* 

gMHM WORKERS 

— -• 


0m commitment ^ 



- •zSUfi' 


..« •jijjcp- 


iMr^r 


, .-! ,iS *■* ' 


: . ■■■ vk&- 


liK*^ '" r- ~ 

tttfc*.*- •’••*■ ''" 


■■ • ■ 

- •••■ *|:y 


IV’fiP 




IpffftQTtCTi 


urge imp orl 







$ 





FINANCIAL TlMK-g 


WEDNESDAY-AUGUST 5 1998 



ASIA-PACIFIC 


• W>-T 


By Louise liKas ki Haag Kong 


number and value of 
property deals in Hong Kong 
fell sharply last month, 
underlining the co ntinuing 
weakness of the property 
sector amid economic reces- 
sion and rising interest 
rates. The drop In .value 
teems is the steepest since 
prices began to £aH last sum- 
mer. 

The. valne of prope r t y 
deals in July totalled 
HKSiaibn (USji34bn), 80 
per cent lower. than the fig- 
ure achieved at the peak of 
the real ««**_*» market In the 
swuie month last year, acc- 
ording to the Hong Kong 
Land Registry. The number 
of deals was 72.3 per cent 
lower than July 1997 and 3L3 
per cent less than June this 


Property prices are scene 

40 per cent lower than when 
at their peak. The sector has 
most recently been 
depressed by a spate of poor 
sales last weekend. Proprajy 
is one of .the pillars of the 
Hong Kong economy and 
tumbling prices have 
prompted protests by disillu- 
sioned home owners. 

Government efforts to sta- 
bilise prices - most notably 
by freezing all of its land 
sales until March - hav* had 
little impact, mainly because 
supply of properties dose to 
completion , was already 
high. Holding back the 
release of land now will have 
a greater effect on future 
property supply. 


Janfino Fleming SeosSties 
te. forecasting a.fttt&K 
in residential .prices tut 
around . 30 to 
■Other analysts 
. tome bearish. ~ 

Further big fitflSj .com- 
Hhed with x&qg unemploy- 
ment, could start to affect 
the banks; which so tea: have 
suffered minimal mortgage 
defaults. • 

There is ‘ evidence that 
defaults corild be oh the rise. 
Martin Tact®, propertar -ana- 
lyst at CSEB, points to 
growing mnnher of pnfper- 
ties passed by .feaite to ano- 
tloneafs forawift sale. Bising 
u noiip ttoypuaat to as high as 
7 or 8 jper cent, be ad da. 
wonld leave more home own- 
os unable to- support their 
mortgages . . 

Unenqdoyment is at a 15- 
year higSi of iSpercem. The 
gloomy -eeonoiHte outlook, 
which deepened on Monday 

when, the government said 
<2>P" in. the first Quarter 
dwwi'f 2g per s*"* »w 

tbe outkx& for the second 
quarter was worse — sug- 
gests the level will continue 
to dhobi 
- Some analysts argue the 
bulk of lay-Gf& are in sectcs-s 
such as retail construc- 


tion, neither of which are 
staffed by substantial num- 
bers of homeowners. “The 
macro numbers look bad but 

Cm th» p ri mrt w eCB M Bl gti OP 

side it’s mainly discretionary 
spending ' that fc being cut,' 
said Steven Thompson, chief 
analyst at Nlkko Research 
Centre. 


NEWS DIGEST 


CONCESSIONS MADE TO RUSSIA 


Korean foreign minister 
forced out in spy rbw 


Park Chung-soo, South Korea's foreign mi ntet a r. was 
yesterday forced to resign over a spy row with Russia. He 
was succeeded by^ ^Hong Soon-yunft a career diplomat . 
who Is considered a hardliner on North Koreal. 

Mr Park’s departure is S8|p^^^vi9tpQ{ 1 foC?^N^i^#. 
Seairtty Plahninfl g'iSPJ-agency.Beoul’s infoagence ser- ' 
vice,- wtHch opposed cohcestiorw^hadpiby.^.lore^ •.. 
mln^tryto endrthe diptomafic cSspufo^whhJiJoscpw./ 
Relations between Seoul ,arid Moscow becaruo^sbained 
last month after Russia expeUed a South 4^pEK8U>.-«ntsffi- 
gence agent The Korw^r agept was capflJ^afcageitiy buy- 
ing classified materia), boiesed to be cooGerrtng. Norfo 
Korea, from a Runian: foraighfrids^jogi)^., > 

Seoul retafiated days 'later by axpeffihg a Russian diplo- 
mat Oleg Abramian. Moscow then rrapoftded ; fcjy recfuest- 
mg that five other South Korewi fote - genc^ ^opts.^ased 
in Russia should leave. - ■.;,*,*••■ •.- s . 

In an attempt to end the raw, Mr Pwk society offered in 
talks with Yevgeni Pilmakov. foe Riasiwvforrign ,rfripteter t 
to alkiwt^Abrdmkfotorrtijinto Saotflen^warfly In'a’- 
tace-sasiing concession. But he latef pubfidy denied any. 
such de^ after being criticised by the N$P, which 
opposed Mr Abramkin’s return. John Button, Seoul ' - . 


FILM DISTRIBUTION 


China delays Disney release 


China’s tetchy relationship with Walt Wsney appears 
strained once again, this time over- the US company's pro- 
duction of an animated fflm featuring a legendary . Chinese 
heroine. Beijing is brooding over whether to allow distribu- 
tion of Mulan. about a young Chinese woman who poses 
as her father In order to fight for the emperor against 
invading hordes. - e -. 

There has been no explanation for the delays releas- 
ing the fBrri. evtei though Mulan has already beentrans- 
lated into CWnese. An officra! foan tiw China FBm Corpo- 
ration told Xinhua, the gcwemmem-controtied pews 
agency. "The arfistio taste arid story line of a .foreign 1 
movie and the Chinese government’s policies are both 
elements .affecting the decisforHTraking process.” 

Beijing has had a harped jretationstvp with Disney since 
the maidng of Kundun , : a ffim based on the offldai.Wog- 
raphy.of the Dalai Lama Jams funding, Shanghai . 


IWDIA -PAKIS TAW MSWIff 


Kashmir shellin; ^tonliBiies 

Offdate in 

Shelling across the tine of control j^^ dston.coo ilTOBd- 
for a sixth daiy yesterday. In the IrafanAekl twiltoy 19 
people were killed, in a gun battle Whte^parata ^ a g re- 
Se in Brinarpr, the Kashmiri capitat fa^ped least 

S ^te^ > ^peoplefo both Pakfetarji mdAxfi pn tertito y 
have efied in'toe" last few days in artffloyawnfoaijdmerit m 
tne ctisputed province of KadTnw.^ . . i. . 

The upsurge In violence follows i toe 
between Atal B^arf Vajpayee 

Indian and Pakistan primernin^r^^h^|^ati^ 
counterpart to agree on a^ormute to restart ataiipa ^eacte 
mim Aim/ Louise Kaznrin. New Delhi f--. 


UNITH) NATIONS 




East Timor talks set 

TaUcs between Uw foreign i Qjfte^ ra 

tuqal oh their tong-runnlng ' 

dS to start las t.mgl^. 

abandon ed Its Pasfe ootay, wrtoa 

%SS6=8gS(S®S®',- 


HOOSarOLD SPBrWNe RISING unemployment and company bankruptcies contribute to fall in consumer confidence 


J apanese consumption slumps by 3-1% 1 


Itnay k» Tokyo 


Household , . spending 'in 
japan plunged 3X per cent 
in the first i^s mcajihs of 

tied s year, its lajgest drop 
story M6S, tbe goregnaest 
safo yesterday. The sbai^ 
decline in private nobsump- 
tjpfc wlpch arocouirta for 
nearly 88 ihk eaat'.ef . tbs 
cowstiYs gross : domh^tc 
product^ has . renewed Kffl- 
cem about the effect of sfog- 
gteb (Vmumri tin Japan's eco- 
nomic gnyjrfh. 

.- Consumers, spent .toss'em. 
home fepairi, flnuIUue and 
riotiitng. although spending 
rut cosnnmths, madidpl care, 
and - ednoafic ri ; #>' 

the first half of ‘ the. year. 
Home ‘ ■ improvement 
expenses shrank 14 per cent, 
asd spending on fanflfgro 
teQ 9 j 6 per cent egaim^test 
ik. ;■* 

However, health ' care 
expenses - InrJndlpg. jge- ' 
a&Sgtim drags and supplies 
t Jonmed 89 per cent. Ana- 
lysts said this reflected the 
recent increases in the cost 
of medicine and health care 
equipment. The . average 
price of drugs and medical 
supplies in Tokyo was 2.4 



Jvan; real hoontaM «pondBm ud sastas 

Amai%daw 

fiBMnsyicbsMV 


Shoppws bdad for a Tokyo Btnra, but wfl spwKfinu initar furtiiar? 



times that of London, and LB 
'times the average price in 
New York, according to a 
government study released 
this week. 

In June, household speed- 
ing fell 1 per ceot year -on- 
year, which was slightly 
worse than the 06 per emit 

ijoeUnn thu mnpt^ before. 

The figures add new evi- 
dence to growing signs of 
Japan's economic woes. Cm- 
Stans' confidence has plum- 
meted amid rising unem- 
ployment and an increase in 
the number of company 
bankruptcies. _ 


. Last month, the unemploy- 
ment rate hit a post-war 
record h»gfa of 4.3 per cent 
Analysts predict the number 
could cUmb as high as 
5 per cent this year. 

The rise in the number of 
Job losses and bankruptcies 
has increased consumer anx- 
iety about job security, 
according to a survey by 
Dentsu, the Japanese adver- 
tising agency. Nearly so per 
cent erf those polled In the 
June survey said they were 
worried about job security, 
in contrast to only 37 per 
cent last year. 


The number □( thos.e 
polled who think Japan's 
economy is likely to get 
worse doubled last year, 
from 25 per cent to 50 per 
cent, the survey said. 

This has directly influ- 
enced household spending 
decisions, the study 
suggested. Nearly 40 per 
cent of respondents said 
they were cutting back new 
expenditures this year, up 
from 25 per cent the last 
time. 

The retail and car sectors 
have been the hardest hit by 
the weakening erf consumer 


demand. Sales at department 
stores have fallen every 
month except one since last 
April, following a consump- 
tion tax increase. 

Domestic vehicle sales fell 
ft. 4 per cent war -on-year in 
July, according to figures 
released by an industry 
group earlier this week. This 
was the 16th consecutive 
month of decline in tbe 
domestic car market. How- 
ever. the sharp declinp in 
truck sales, largely because 
of manufacturers' cutbacks 
in capital spending, weighed 
on tbe numbers, analysis 


said. Truck sales fell 26 p»T 
cent year-on-year last 
month. 

Analysts cautioned that 
data released recently did 
not indicate a total collapse 
to iwMumw spending. Ken 
Okamura. strategist at Deut- 
sche Morgan Grenfell m 
Tokyo said: "The numbers 
are bad. but they aren't 
dreadful, it is difficult to sue 
whether things are getting 
any worse or any better. 

“In Japan, it is always dif 
ficult to see a recession- We 
know that tbe underlying 
numbers are not great, but it 
is unlikely to fee! like a 
recession in the UK or Amer- 
ica." be added. 

The economic condition 
may alsu be better than the 
figures suggest because the 
data released yesterday did 
not include diucretiunarv 
spending, which is consid- 
ered a better indicator of 
consumer sentiment, ana- 
lysts said. 

"Things are certainly 
healthier than the household 
spending numbers indicate, 
but the real question is how 
much healthier." said Rich- 
ard Jerram. economist at 
ING Barings. 




Manila od 

defence 

treaty 


By Justin Marazti in Mnda 


The US is pushing for the 
ratification of a treaty that 


will allow the resumption of 
Joint military exercises with 
the Philippines as part of its 
commitment to south-east 
Asia amid an altered secu- 
rity environment, according 
to defence analysts. 

William Cohen, US defence 
secretary, who visited newly 
elected Philippine president. 
Joseph Estrada, in Manila an 
Monday, said he was assured 
the administration would 
"lobby very hard” for the 
ratification of the visiting 
forces agreement. (VFA) by 
the Senate. 

The deal would put in 
place .a formal structure 
mflftmy exer- 
cises between US and Philip: 
pine armed forces six years 
aftpr the Americans* acrimo- 
nious departure from their 
local air force and. naval 
bases- • ' . . 

"The agreement gates in 
importance in light of the 

developments of the last 12 

months, most notably with 
the potential for testability 


Mahathir assails Singapore as poll looms 


By Sbrita HdWty 
In Kuala Lumpur 


Mahathir Mohamad, the 
Malaysian prime minister, 
travelled to the Singapore 
border yesterday and rallied 
10,000 Malaysians against 
their southern neighbour. 
The provocation was certain 
to. . heighten tensions 
between the canneries even 
aa.it fortified Dr Mahathir's 
position at home. 

"Don't take for granted 
our goodwill,” Dr Mahathir 
warned Singapore to the 
cheers of the crowd. "Take 
heed. Take heed. Take 
heed.” 

Tbe countries have been 
bitter rivals since Malaysia 


expelled Singapore tu the 
1960s. They burled differ- 
ences early in the regional 
financial crisis but, as it has 
intensified, so have strains 
between them. 

Political analysts say Dr 
Mahathir is capitalising on 
the friction to bolster his 
position among natinmalte tii: 
Malaysians amid expecta- 
tions of early elections as 
the economy slides Into 
recession. 

"He's playing the role of 
the rabble reuser instead of 
trying to calm thing s down,” 
said Fan Yew Teng, a social 
activist and former member 
of parliament- "He's divert- 
ing attention from the eco- 
nomic woes to use it as a 


rallying point for a snap 
election.” 

The split first appeared as 
the countries tried renego- 
tiating a longstanding agree- 
ment whereby Singapore 
buys more than half its 
water from Malaysia. Amid 
discussions come snickers 
from Singapore media over 
the teething problems with 
Malaysia’s new airport. And 
then Dr Mahathir noted the 
pressure placed on the ring- 
git by an outflow of funds to 
Singapore banks offering 
higher rates for ringgit 
deposits. 

Tensions peaked this past 
weekend when Singapore 
completed a move it began 
to 1989 to shift its immigra- 


tion and customs for railroad 
passengers closer to the bor- 
der. from deep inside Singa- 
pore, to improve protection 
against illegal Immigrants 
and drug traffickers. 

Malaysia refused to budge 
because it owns the old site 
and sees no reason why it 
should have to move. Now 
passengers must disembark 
at both places. "They asked 
us to get out even though we 
supply them with water,” Dr 
Mahathir said. 

Malaysia now has the 
upper hand with regards to 
water but Singapore is build- 
ing desalination plants and 
working out a purchasing 
agreement with Indonesia. 
Malaysian politicians are 


calling for a suspension or 
new bilutpr.il relations with 
Singapore. And many ordi- 
nary Malay Siam, waut the 
guvcrnmenl to stop supply- 
ing water to its southern 
neighbour. 

Out Lee Yook Sunn, Singa- 
pore's minister for trade and 
industry, said: "If they don't 
sell tt to us. they don't have 
anybody to sell it to.” 

A letter to the editor m 
yesterday's Straits Times 
indicated how Dr Mahathir's 
warning might be received 
in Singapore. Reservist 
Chung Chem Yuen wrote: 
"We are not to be taken for 
granted. ..I am prepared to 
defend and die for Singa- 
pore." 


Spradys offer 
rejected 


The Philippines yesterday . 

rejected an offer from .fio^ng 
for joint use of structures 
built by China on Mischief 
Reef fo theefeputed Spratly 
Wands In Ihe South China 
Sea, writes Justin MarozzL 
The offer to share the <• 
structures! used to stake a 
dam to foe istand m wall as 
monitor weather conditions,, 
was “tempting" bat refusal, 
Lauro Baja, undersecretary 
forforeigq.affejnsy said, 
adding: “We want it back, 
it's ours." 


jwLstng from Indonesia and, 
more recently, from the 
sense of a lack of direction 
within Asean {Association of 
Strath Bast Asian Nations!" 
said Damon Bristow, head of 
thA Asian programme at the 
Royal United Services^ Insti- 
tute in London. “It gives 
increased relevance to US 
conmdtments to the region." 

The Aulww crisis- 
altered the securi t y exrrirbn- 
xnifot- in the region as gbv- 
esnjments fear the fall-out 
from, a political and eco- 
nomic explosion to Indoh- 


For the Fhfilpptees; which 
recently .announced post- 
ponement of an ambitious 
aimed forces modernisation 

programme worth about 

SL2hn to the first five years, 
stronger ties' with the US 
represent a “deterrent” 
against dhtoese incursions 
into the tUapnted Spratly 
Mantte hi the South China 


The Spratiys, claimed in 
whole nr to part.T&y: ^ China, 
Vietnam. Malaysia, Brunei, 
Taiwan and the Philip p ines, 
are widely regarded 1 as one 
of ihe. most likely flashpoints 
to the jjegkaL-' * 

T3ie VFA, was. signed in 
February ^ ^uaasr toe previous 
administration, of Fidel 
Ramos but requires approval 
by the upper chamber, 
where observers expect a 
controversial : debate over 
aspects Ktotioog to US juris- 
diction. " over . American 
troops committing crimes in 

the PhilippfoBs. 


Rhone-Poulenc reports 29% gain in net earnings 

in second quarter 1 998 


“The successful listing of Rhodia 
on the New York, and Paris stock 
exchanges marked the last step in the 
transformation of Rhone-Poulenc, as 
announced in June 1997. Today we 
can Jbcus - on maximising the potential 
of our new products and improving 
profitability - the growth in earnings 
during the first half is in line with this 
strategy. Our ogfecffve continues to be 
a 20% increase in earnings per share 
over the fall year t although this 
remains an ambitious goal” 

Jeon-Rent Fourtou 
Chairman Sc Chief Executive Officer 


Rhone-Poulenc 


• The growth In earnings from 
operations 01 is due to an improvement 
in product mix and the first positive 
effect from Cent eon’s recovery. 


Planl u\ Animal Health Sector 


is a leading 
life sciences company, 
growing through 


Rhone-Poolcnc Agro, 
Rhonc-Poulenc Jardm, 
Rhone-Poulenc Anfmal Nutrition, Mcrial 

Consolidated net sales: 

FF4.4 billion (-1.7%) 

Earnings from operations™: 
FFl.O billion (+1 3.8%) 


Consolidated accounts 

second quarter 1 998 
Sales: FF22-3 Whon (+2£%)' n 
Net income: FF2.6 billion 

Excluding non-recurring xtews": 

•Net income: FF1JI billion (+29%) 

* Earnings per share: FF328 (+16%) 

• Earnings per share 

. before goodwill amortization: 

FF4J26 (+1 7%) 

This increase in earnings confirms 
the. growth recorded in the first quarter 
1998. Overall, for the first half of 
the year, net Income (excluding 
non-recurring items? 1 ) increased 29%, 
to FF2 billion. Earnings per share 
amounted to FF5.7 (FF7.6 before 
goodwill amortization). 

For fee first half of the year, consoli- 
dated net sales rose 7% to FF44.3 
billion. 


innovations 


in human. 


plant and animal 


health 


* The growth in new product sales, 
like the insectiside Regent* and the 
externa] antiparasitic Frontline*, 
partly compensated for some unfa- 
vorable events (the economic situa- 
tion in Asia, bad weather in the 
United States, disruptions of supplies 
from Temik* distributors, etc.) which 
affected sales performance. 

• As part of its development strategy in 
plant biotechnology, Rhfine-Poulenc 
Agio signed a partnership agreement 
with the American company Mycogen. 
This agreement aims to develop and 
market genetically modified plants and 
seed products, cotton and sugarcane 
being the first markets. 


Rhndin 


rharmj Sector 


Rhone-Poulenc Rorer, " 
Pasteur Mtricnx Connaught Centoon 
Consolidated net sales: 

• FF8.4 brlUon (+6.2%) 

Earnings from operations 111 : 
FF1.2 billion (+33.1%) 


tP 


Consolidated net sales: 
FF10 billion (+1.7%) 

Earnings from operations*": 
FF856 million (+44.4%) 


. • Growth in demand remains strong 
for strategic products such as the anti- 
cancer, agent, Taxoterc*. the low- 
molecular-weight heparin, Lovenox*, 
fee anti-allergy medication, Nasacort* 
arid vaccines. In fee respiratory busi- 
ness, a strengthened sales promotion 
-campaign has curbed the erosion in 
maiket share. 

• However, sales growth in a number of 
products has been impacted during tbe 
second quarter by some destodtirig at 
wholesale level in the US. 


and through 
its specialty 
chemicals subsidiary, 


Rhodia. 


• The continued refocusing of the 
porfolio on specialty chemicals and 
productivity measures contributed to 
the significant improvement in 
Rhodia's earnings. 

• Rhodia benefited from good growth 
in most of its markets, in particular 
the Polyamide and Services & 
Specialties Division. 

• For fee foil financial year, Rhodia's 
earnings should be in line with 
expected profitability objectives. 

II] On a wnujaiaWf tests. 

(2) Capital pains linked id Rbodia's listing and 
rest menu mg provanm in the Pharma sector. 

(3} Operating income before goodwill amortization 
«- equity *n earnings of afliSated companies. 


Investor relations : 

+33 I 47 68 07 05 
Internet : www.rbone-poulenc.coin 


GP RHONE-POULENC 
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Chief justice thwarts Clinton again 


By Goan) Baker in Washington 


For the second time in a 
month, the US Chief Justice 
yesterday quashed efforts by 
President Bill Clinton to pre- 
vent officials close eb him 
from being* forced to testify 
in the Monica Lewinsky 
investigation. 

William Rehnquist£*tbe 
nation's top judge, refused to 
postpone a lower court rul- 
ing that a White House law- 


yer .be required to give evi- 
dence before a Washington 
grand jury. The White House 
.had asked the Supreme 
Court to intervene to pre- 
vent Lanny Breuer, one of 
Mr Clinton's legal advisers, 
■from being forced to testify 
in the case rapidly nearing 
its conclusion. Within min- 
utes, of Chief Justice Rehn- 
quisfs refusal, Mr Breuer 
arrived at the federal court- 
house in Washington. 


The real significance of 
the decision by Chief Justice 
Rehnqoist is that it almost 
certainly paves the way for 
testimony within the next 
few weeks from Bruce Lind- 
sey, the deputy White House 
counsel and a crucial figure 
In the Investigation. 

Ur Lindsey, currently laid 
up alter back surgery, will 
be one of the last witnesses 
to testify. Ms Lewinsky is 
expected to give evidence 


this week or next, followed 
by President Clinton, who 
will give his testimony 
before the jurors by closed- 
circuit television from the 
White House on August 11. 

Kenneth Starr, the inde- 
pendent prosecutor leading 
the investigation, had sub- 
poenaed eyldence from. Mr 
Lindsey, one of Mr, Clinton's 
closest Mends and advisers. 
Investigating - possible 
obstruction of justice and 


witness tampering, Mr Starr 
wanted to question him 
about what he- may .have 
observed In the early days of . 
the Lewinsky controversy 
when the White House tried 
to contain damage. 

The White House refused 
to let Mr. Lindsey testify, 
claiming attorney-client 
privilege prevented him dis- 
cussing conversations he 
had with the president. 

Last week a federal 


appeals court ruled Mr Lind-'. 
sey cotdd not -dalm such a 
privilege and ordered him to.. 
testify.The'TOifyfio^ 
appealed against the ruling . 
"to the Supreme Court 
After Mr. Breuer was sub- 
poenaed yesterday the White 
House asked Chief Justice 
Behnquist 1 o put aside the 
lower .-court’s- tiding on the 
issue tm the .&H Suprane 
Court considers the case 
when it retu r ns in October.' •' 


Sierra Blanca (population 700) 


goes ballistic over plans for 


big nuclear waste dump site 


Texas community is. environmental battleground whose ripples 
could spread to the presidential campaign. Tony Walker reports 


T he main front page story 
of a recent edition of 
The Sierra Blanca ‘News 
reported that Billie* Dell 
French had taken first, place 
in a chilli cook-ofE such, are 
the prosaic concerns, of a 
small West Texas coriftnn- 
nity (papulation 7001. - 
But behind the newspaper 
headlines in this desert out- 
post near the Mexican bor- 
der, the atmosphere is any- 
thing but normal: the town 
is divided over plans Ip site 
a nuclear waste dump on its 
eastern boundary - and bad 
feeling simmers. : 'V' 
Congressional approval 
last week of a ‘'compact”, 
between Texas, Maine and 
Vermont, to allow the trans- 
port of low-level nuclear 
waste to be dumped in 
Texas, virtually guaranteed 
the Sierra Blanca waste .site 
would go ahead. 

It also meant that a small 
town, with its shuttered 
shops and decayingVihaia 
street is set to become an 
environmental battleground 
whose ripples threaten to 
spread to national politics 
and the presidential cam- 
paign itself. The issue .has . 
international Implications, 
because of Mexican icjppasi^ 
tion. . 

Governor George W*. Bush 
of Texas, a leading con- 
tender for the Republican 





VJtateJ-;; 


fe" 


ndmination for president in 
2000, supported the Sierra 
Blanca site, “if 1 thought 
there were loopholes, 1 
would not be supporting the 
compact," he said recently. 

A coalition of environmen- 
talists begged to differ. Led 
by Sierra Club and Green- 
peace,, they argued that for 
- from being “tow level", the 
‘v waste from reactors in Ver- 
. moot ■ and Maine was hazard- 
ous; that there were dangers 
of waste material leaking 
Into the nearby Rio Grande, 
which divides the US and . 
Mexico, and that Sierra 
Blanca was on a fault line 
and thus earthquake prone. 

Opponents pointed out 
that siting a nuclear waste 
focility at Sierra Blanca vio- 


lated the La Pax agreement 
of 1983 which committed the 
US and Mexico to “prevent, 
reduce and eliminate sources 
of pollution... which affect 
the border area”, defined as 
a zone stretching 63 miles on 
either side. The Sierra 
Blanca site Is just 16 mfles 
from the Rio Grande. 

Adding to local concerns 
was the fact that Sierra 
Blanca was already the site 
of one of the largest sludge 
dumps in the country: trains 
referred to locally as the 
“poo-poo choo-choo" haul, on 
average, 250 tonnes dally of 
industrial and human waste 
from faraway New York to 
be dumped on cattle pas- 
tures north of the town. 

“We are becoming the 
dumping ground of the 
nation: would you want to 
move to a town which had 
the nation's largest sludge 
dump on one side, and a 
radioactive dump on the 
other?” asked Bill Adding- 
ton. a local businessman 
leading the opposition, and 
who accused the authorities 
of “environmental racism” 
on the grounds that 70 per 
cent of Sierra's population is 
Hispanic and poor. 

The answer from Mr 
Addington's business peers 
concerned about Sierra Blan- 
ca's economic decline - pop- 
ulation has fallen from 2,700 



Top: AnO-fflidear dump protesters outside a convention centre in Ciudad Juarez, Mexico, Airing a 
speech to emraronmentafsts fay President Ernesto Zecfilo recently. Lett Garry Msuno, Democratic 
candidate for Texas governor, who is against the Siena Bianca nuclear dump, speaks to supporters In 
H Paso, Texas. Right More dem ons tra t ora protest near the Capital bufltflna in Austin, Texas AP 


30 years ago to today’s 700 - 
Is that the town, if U is to 
survive, has little choice. 

Steve Gibbs, president of 
the local hank and executive 
director of Sierra Blanca's 
Comm unity Development 
Corporation, described as a 
“trade off” the economic 
benefits the sludge and 
nuclear waste dumps will 
bring to the town. 

“The whole worid needs to 
deal with waste and these 
are projects that do address 
the problem.” he said. But in 
an indication of bad feeling 
engendered by divisive argu- 
ment in a small community, 
he added: “Those people who 
oppose these projects would 
do so if they were on the 


otter side of the moon." 

At the site of the proposed 
nuclear waste dump in the 
desert five miles south-east 
of Sierra Blanca, the Texas 
Low-Level Radioactive 
Waste .Disposal Authority 
was preparing the site for 
the nuclear waste. 

It has mounted a public 
relations offensive. An 
entrance sign declares vim- 
tors are welcome and staff 
were emphasising the posi- 
tive. “Being a local resident I 
had concerns, but as an 
employee who saw the 
studies, 1 had no doubt this 
wil] be a safe site,” said Joe 
Castro, a field officer for the 
disposal authority. 

The authority insisted 


“low-level" waste will 
remain just that: it will 
Include contaminated 
machinery parts from 
nuclear power plants, waste 
from universities, research 
laboratories and medical 
facilities; and radioactive 
materials from industrial 
processes. It will not indude 
“high level” waste from 
nuclear power generation. 

But despite Sierra Blanca’s 
seemingly inexorable prog- 
ress towards becoming the 
US’s latest nuclear dump, 
community protests are set 
to intensify- Opponents this 
week are staging a “save 
West Texas" march to Siena 
Blanca from El Paso, 80 
mfles to the west 
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Microsoft to 
fight Gates 




Thomson BankWatch is pleased to announce 
the assignment of new ratings for Arab Bank 
PLC. The rating exercise for Arab Bank was 
indeed unique as the legal structure of the bank 
is unlike anything previously seen, even when 
compared to developed markets. While 
typically it is unusual to split a rating as such, 
die very nature of the legal structure of Arab 
Bank necessitates such an action. 


Arab Bank PLC can lay claim to one of the 
longest and decidedly the most distinguished 
histories of any bank in the Middle East region. 
The bank’s origin pre-dates Worid War II and 
has continued on during periods of regional 
turmoil and strife that would have severely 
tested and destroyed the resolve of many 
institutions not just regionally but globally, if 
similar circumstances were applied. During all 
of these periods, the bank has not just weathered 
each crisis, but jn every case benefited and 
emerged even stronger. Arab Bank can be 
described in at least two ways. The first way, the 
bank is clearly a survivor. The second way is 
that the bank’s own name can be a misnomer, 
especially from risk profile perspective. While 
the bank is headquartered in Amman Jordan, the 
overall country risk profile resembles some of 
the test banks domiciled in both Western 
Europe and the United States. The bank brings 
with it, a long history and a philosophy that its 
customers ore indeed “first and most important'’. 
It is this philosophy that has created the bank 
that exists today and that can lay claim to be a 
peer bank when compared to some of the best 
banks in the world. This philosophy has also 
moved Arab Bank into being one of the only 
true “flight to quality’Vbanks in the Middle East. 
Arab Bank is; diversified over a broad 
geography where operations comprising more 
than 80% ofveonsolidated activities are 
conducted outside of Jordan. The unique capital 
structure enables ■ the bank ratings to be 
considered independent of any sovereign ratmg 
for the country ■ in which Arab Bank is 
headquartered. Fqrtherrtftere are sufficient legal 
precedents and opinions which indicate that any 
potential extraterritorial seizure of Arab Bank 
external assets by local regulatory authorities is 
highly unlikely and not valid under most if not 
all legal jurisdictions. Accordingly, as the vast 
majority of Tier 1 capital, and assets are outside 


of Jordan thereby greatly diminishing the 
element of transfer ride and as a bard currency 
(US Dollar) is the functional currency for Arab 
Bank. Thomson BankWatch employs the global 
ratings scale for the Arab Bank rating. 

Asset quality is extremely solid given the history 
of expertise cultivated and applied to lending. 
Additionally, a conservative level of loan loss 
reserves is maintained to fully cover nOn- 
performing loans. The tenor of the loan portfolio 
is quite short with 80% scheduled to mature 
within one year as of YR97. Tbtal loans for Arab 
Bank typically represent less than 50% of assets. 
The stability of earnings is enhanced by the 
conservative asset/Uability management as well 
as the lending strategy and geographic 
diversification. Also supporting the sound 
financial position is a healthy capital base with 
the BIS Tier I ratio exceeding 12% and 
shareholders’ equity to assets of nearly 9%. 

Arab Bank is well established and dynamic, as 
demonstrated in its sound performance and 
impressive perseverance. Management has 
planned for any potential disruption in the Arab 
region by building capital in its branches in 
some of the world’s major financial centres. 
Even in the unlikely event of a regional 
difficulty affecting more than Jordan, Arab Bank 
has more than sufficient asset liquidity to repay 
all foreign currency obligations. As Arab Bank 
has several sizable subsidiaries, affiliates, and an 
extensive network of international branches, the 
bulk of consolidated equity is housed outside of 
Jordan. Management has coordinated the broad 
geography of banking operations through the 
hubs in Amman, London and Geneva. 


By mchard Woffle in - • 
Washington and Roger Taylor 
tai San Francisco 


The underlying strategy has been a focus on 
serving Arab communities worldwide, 
particularly through trade finance both on and 
off of the balance sheet Credit quality is solid, 
as are loan loss reserves and capital. 
Management prefers to maintain a high degree 
of liquidity mainly in conservative inter-bank 
placements and government securities. 
Consequently, returns have been - modestly 
lower than those of diversified international 
banks. Managements’ successful and well 
developed strategy provides the foundation for 
the continued sound expansion of operations. 


61993 Thomson BankWatch. Inc. BankWatch is a registered trademark used here in under license by Thomson BankWatch, Inc. 


Microsoft will face the US 
Justice Department tn court 
today in a, bitter pre-trial 
wrangle over the cross-exam- 
ination of Bill Gates, the 
founder and c hairma n of the 
world's largest software 
company. 

The court hearing - foe 
first since foe federal gov- 
ernment and 20 states 
launched their landmark 
antitrust action In May - 
aims to resolve the bad- 
tempered dispute over the 
government’s attempts to 
gather evidence before the 
trial begins next month. ~"y 

Justice Department law- 
yers last week applied for a 
court order to cross-examine 
Mr Gates for two days, as 
well as. 16 other Microsoft 
employees, to prepare for the 
trial. 

Microsoft says it wUl make 
Mr Gates available for only 
eight hours of testimony,' 
and has refused to release 
half of the employees 
requested- by the govern- . 
menL 

Microsoft' yesterday' 
accused foe Justice'' Depart- 
ment of using unreasonable 
tactics. The company said:' 
“We fully co-operated with 
the investigation from day 
one, but now we are seeing 
some extraordinary last min- 
ute demands. If thit is so 
central to their case why 
have they waited until just 
weeks before the trial before 
malting their request?" 

Microsoft said the govern- 
ment had two years to pre-v 
pare its casefend had already 
taken depositions ■ from ‘li- 
Microsoft executives, includ- 
ing Bill Gates. .In contrast. It 
said, it had only four months 
to prepare its case hut had - 
submitted its requests for 
depositions just two weeks 
after the . trial date - was 
set 

“If foe Justice Department 
is saying we are being unrea- 
sonable, we would say that 
foe opposite Is the case. This 
whole issue is more about 
publicity ” 

The acrimonious argu- . 
meat is an indication that 


both sides are unwilling to 
soften their aggressive 
stance. 

Some legal analysts had 
expected a more conciliatory 
approach from the govern- 
ment, following its defeat in 
foe appeals court in an ear- 
lier antitrust case in June. 
Two judges overturned an 
injunction restricting Micro- 
soft’s packaging of its inter- 
net browser with its flagship 
Windows operating software. 
The court . also strongly 
hacked the company’s claims 
that its actions were a tech- 
nological improvement for 
its customers. 

Next month's trial 
revolves around wider accu- 
sations that Microsoft acted 


Microsoft accused 
the Justice 
Department of .. 
unreasonable *• 
tactics . 


as an illegal monopoly by 
: using its dominance in Win- 
dows to' crash NetScape 
Communications/ its inter- 
net rivaL. 

But'" the .- government 
appears to be unwilling" to 
grve up its technical argu- 
ments oyer the bundling of 
the two types of software - 
in spite of lts defeat over 
tKe issue Tn the . earlier 
casft . ■ - ; 


- TW Justice Department 
will today ask' the Washing- 
ton court to order Microsoft 
to release secret 'software 
“sourcecbde” file& 
."Microsoft has. so far 
refused to hand oyer foie 
"computer codes, describing 
them, as “highly., sensitive 
. trade secrets”.;./ 

V in its first formal 'response 
in - the case,- Microsoft last 
month dismissed all the 
charges against it as “com- 
pletely groundless". The 
company denied trying to 
crush Netscape and claimed 
it had planned to Integrate 
its browser with Windows 
before Netscape was founded 
to 1994. 







news digest 




Mexican. __ ___ 

‘Beftericiafies'of rescue 


named l^ep#g party 


dreris of busMsstneri actiiirneff'b^niaifitecl when their 

res " 
though It 

' to 90 V»TimOTt 

• governm^S^ naSSTtorwease detafe of the bailout to the 
-opposttJan-tioh^ house of Congress. 

Tte.PBl>«dflXJwtei3gdd parts of. the list might be 
flawed. JtsafcJtheoaWasno evidence of wrongdoing tiy 
those to the government to Inves- 

tigate them. By isswng me names, including some of 
Mexkao'&hflgt-taToV"' biotoesapen and bankers, the party 
• aimed to raise the hadt;bri foa government In the years 

most important pblfttoaTbafSa.-/ • ■* ' . . 

- .The fist detailed dates' ranging flpra 3bn pesos 
to around 50 rn jaesos ($5^. The names included three 
'people who iftaPflD said had at one stage made the 
Forbes 500 Hst of foe .wOHd^mpst wealthy individuals. A 
spokesman fra President ZadlHo said his campaign funding 
had bwri {iwtetigated and given a clean bfl! of health by 
electoral authorities: Henry Trida% Mexico City 




Setback for peace talks 


Talks with one of Colombia's biggest guerrilla groups have 
broken down, In an upset to the peacemaking hopes of 
the country's Incoming government Colombia's civil war 
has persisted for more than 35 years, but hopes of a set- 
tlement have Increased after parallel peace initiatives, 
partly initiated by Andrte Pastrana, who takes office as 
president on Friday. 

This week the leftwing National Liberation Army (ELM) 
postponed a meeting due to be held with the National 
Peace Council, a civilian body created to facilitate dialogue 
with armed groups. The ELN is the country’s second big- 
. gest guerrilla group. The ELN said it postponed the meet- 
ing after peace council members met representatives of 
rightwing para-military groups last week. According to the 
ELN, the peace -council signed an agreement with 16 para- 
military groups which they say gives them greater weight 
as a political force. 

Observers -say the decision represents a delay rather 
than a rupture in the peace process, revived after a four- 
year impasse. But the ELN's announcement serves as a 
reminder that peace negotiations with Colombia's armed 
groups are Hkely to be long and delicate. Last weekend 
the ELN kidnapped a senator belonging to the opposition 
Liberal party. 

The ELN said the group would release the senator on 
condition that the Catholic church opened its doors to 
shelter displaced peasants who had fallen victim of rural 
violence. Adam Thomson, Bogota 


US ECONOMIC INDICATORS 


Slowdown 'will be sustained’ 


The monthly index of leading economic indicators, 
released by the New York-based Conference Board, yes- 
terday suggested the slowdown to the US economy evi- 
dent in the second quarter would be sustained, despite 
the ending of the General Motors strike. 

The leadtog index fell in June by 0.2 per cent following a 
0.1 per cent drop in May that was previously reported as 
unchanged. It Was foe flint time the Index had declined for 
two months rurming since earfy 1995. "A two-month 
decline, in foe leading Indicators signals slower growth 
ahead and- only a slight risk of a contraction,” the board 
said,- 

“The rise of -unemptaymert^^ in June, largely due to 

a faBoirt from 'foe since-s^tfed General Motors strike, 
drove most of the decline in the leading index,” said Mich- 
ael Boldin, director. aT business cycle research at The Con- 
ference Board. “The other components of the leading 
index are mixed " 

A second index, released by the board - the coincident 
Index - rose 0.1 per cent in June, after a gain of 0.2 per 
cent in May. It tracks the current state of non-farm 
employment, personal income, industrial output and manu- 
facturing and trade sales. 

The lagging index, which looks at the past, advanced 
0.6 per cent Nancy Dtirme, Washington 


NATURAL GAS 


Mexico City contracts won 


Consortia led by Gaz de France International and Lone 
Star Gas International, a US-based company, each won 
natural gas distribution contracts for foe Mexico City area, 
officials said yesterday. Consordo Mexicgas, which 
includes Gaz de France and Bufete Industrial, foe Mexican 
construction company, captured the contract to serve foe 
valley of Mexico, foe suburban area outside Mexico City, 
foe energy regulatory commission said. 

Consordo Proyecto de Energia de Mexico, composed of 
Lone Star, Mexico's Grupo Diavaz and Controladora Com- 
ercialy industrial, was awarded the contract to serve 
Mexico City proper. Shut out in the tackling was Consordo 
Gas Natural M&cfco, led by Spain's Gas Natural 
SDG-ftepaol. Reuters, Mexico City .. 


US CAMPAIGN FINANCE 


Committee threatens Reno 


A special congressional committee investigating alleged 
campaig n finance abuses in the 1996. election campaign 
yesterday threatened to hold Janet Rerio, the US attorney- 
general, In contempt of Congress- if. she failed to hand over 
two confidential memos. 

At a hearing yesterday, Dan Barton,. Republican chair- 
man of the House government ovdrsjgfh committee, said if 
Ms Reno continued to ignore a subpoena for the docu- 
ments he. would seek a special vote tomorrow condemn inq 
her actions. : _ ■ . s . ^ 

. The tiro, internal' memos -'prepared- by Louis Freeh FBI 
director; and ChafoaLaBeilsL former head of foe Justice 
Departmera carr^ ttdth argue that there 

Is sufficient evidence d possible rjrifoftal wrongdoing for 
Ms Rerio to appoint a special prosecutor. Republicans 
hwe tong urged ^ J^js^ C^jartoedt to appoint an 
independent counsel to foy^c^te-iteiaiiegations. They 
s^foereU^^»-to. do^rggjlsi-an attempt to 

Ms Rerro.^^ ^ f^' rxst rifede a final decision and has 
asked for moretimbl v:.v- ’ \ \. 

Democrats called on the committee to delay proceed- 
ings to order to.acquiesce to Ms Reno's request, but Mr 
Burton toasted it was necessary to take action now as 
Congress goes into recess next week. 

"It looks Uka foe attorney-general is trying to protect 
tiie president,'’ lie said. “Gflveh Ms Reno’s track 
record I’m very sceptical that she's going to change her 
mind." Mark Suzman, Washington 
Editorial Comment, Page .11 
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ECONOMIC WORRIES CENTRAL BANK ACTS TO DEFEND CURRENCY AFTER ITS FALL OF NEARLY 25% SINCE MAY 


Zimbabwe raises rates to new peak 


By Tony Hawkins in Harare 


Zimbabwe's Reserve Bank, 
the central bank, yesterday 
raised the rediscount rate by 
3.5 percentage points to a 
new high of 35 per cent In an 
effort to stabilise the Zim- 
babwe dollar. 

But despite this, the 
exchange rate came under 
renewed pressure tn the 
course or the day. Spreads 
widened, with some banks 
quoting rates as high as Z$2? 
to the US dollar compared 


with Z$I&5 at the cod of last 
year. 

This followed Monday's 
worst one-day fall in the 
Zimbabwe dollar this year. 
That took the currency down 
almost 25 per cent since 
May. dragged down partly 
by the South African rand. 

Leading banks were yes- 
terday quoting mid-rates of 
Z$23 to the US currency at 

the close and Standard Char- 
tered Bank Zimbabwe's 
trade-weighted index dosed 
down 16 per cent from last 


Friday and 11 per cent so far 
this year. 

The central bank is blam- 
ing exporters speculatively 
delaying repatriating 
receipts for the currency's 
Call But bankers argue that 
there is little evidence of 
exporters delaying payments 
and say that the main pres- 
sure on the exchange rate 
eomes bom importers accel- 
erating their buying orders 
to exploit the cheap South 
African rand and also 
because they expect the Zim- 


babwe currency to continue 
to weaken. 

Last week market senti- 
ment was hit by growing 
speculation the International 
Monetary Fund might rec- 
ommend delaying disburse- 
ment of the second tranche 
of a US$1 75m standby facil- 
ity approved on June h 

Following the rediscount 
rate rise, the yield on SOday 
treasury bills rose some 6 
percentage points to 38 per 
cent, fuelling expectations 
that commercial banks 


would raise prime lending 
rates to around 39 per cent 
Some bankers and .econo- 
mists warned that the 
increased interest rates 
would do more harm than 
good. One banker farm- 
ers - already under pressure 
from weak world prides for 
some of their products, the 
37 per emit increase in elec- 
tricity tariffs and a 32 per 
cent wage award - would 
have to borrow at rates of 45 
per cent and above to 
finance their 1999 crops. 


Netanyahu orders crash 
programme for jobless 


By Judy Dempsey in Jerusalem 

Strained relations between 
Benjamin Netanyahu. Israeli 
prime minister, and Yaakov 
Neemmi. finance minister, 
deteriorated further yester- 
day as differences surfaced 
over tackling unemploy- 
ment. 

With a jobless rate of over 
9.3 per cent, unemployment 
is fast becoming a political 
issue with trade unions. Sev- 
eral ministers in Mr Netan- 
yahu's coalition government 
bkune Mr Nee man’s tight fis- 
cal policies and demand the 
prime minister increase 
expenditure in next year's 
budget. 

Mr Netanyahu, reacting to 
such pressure and unsure if 
it is worth calling elections 
before 2000, when they are 
due. this week established 
an advisory council on 
unemployment. Yesterday, 
he gave it 24 hours to set up 


a programme to retrain 
20,000 of the unemployed, 5 
per cent of the total out of 
work. 

Finance ministry officials 
said they bad no idea how 
the retr aining - schemes were 
going to be funded and what 
effect they would have in the 
light of recent hurried deci- 
sions by Mr Netanyahu to 
find interim solutions to eco- 
nomic problems. ■ 

Earlier this year be allo- 
cated Shk300m ($82m) to try 
to keep open bankrupt tex- 
tile and other factories. The 
factories have since closed 
"It was throwing good 
money after bad," said a 
ministry official. "Neeman 
believes this new committee 
will either be all talk to 
appease Netanyahu's sup- 
porters, or else will really 
push to loosen fiscal policy." 

Apart from Mr Neeman 
and Jacob Frenkel, governor 
of the Bank of Israel, the 


committee includes Natan 
Sharansky, trade minister, 
Eli Yishai, labour and social 
affaire minister, and Amir 
Peretz. trade union leader. 
All three opposed last year's 
budget cutbacks, have critic- 
ised Mr Neeman's fiscal poli- 
cies and have forced Mr 
Netanyahu to increase 
expenditure for their minis- 
tries and union members. 

The timing of the council's 
decision is Important 
because tomorrow Mr Netan- 
yahu wQl bold a fourth ses- 
sion with the finance minis- 
try to discuss next year's 
budget. Mr Neeman has 
insisted he will not loosen 
fiscal policy, aimed at reduc- 
ing the budget deficit from a 
planned 2.4 per cent of gross 
domestic product this year 
to 2 per cent next year. He 
may have some room to 
manoeuvre if the inflation 
rate, the lowest for 30 years, 
falls to 4 per cent this year. 



Newiwe Ms tight fiscal poSctas, aimed at cutting the budget 
deficit, are blamed for a rise in itfremploymcnt In Israel 


which would considerably 
reduce expenses. 

“Whatever the outcome, 
fm not so sure Neeman will 


be around long enough to 
see his new budget imple- 
mented." said a government 
official 


Palestinians reject Israeli troop plan 


By Judy Dempsey 

Senior Palestinian officials 
have “totally rejected” new 
Israeli proposals for a second 
troop redeployment from the 
West Bank, saying they were 
“very far" from the US plan 
which they had accepted. 

Washington's plan, never 
made public, envisaged 


Israel handing over 13 per 
cent of the West Bank to the 
Palestinians. 

" But Benjamin Netanyahu, 
Israeli prime minister, has 
insisted that far security rea- 
sons 3 per cent of that 
amount should be subject to 
building restrictions and 
even turned into a nature 
reserve. 


He also said he would con- 
sider releasing some Pales- 
tinian prisoners held in 
Israeli jails. Under the 1995 
Oslo Interim Agreement 
between Israel and the Pales- 
tinians, prisoners, estimated 
at aver 3JD00, are supposed to 
be released. 

Earlier this week, the US, 
which has distanced itself 


from the talks, urged both 
sides to present concrete 
proposals in bilateral meet- 
ings which started two 
weeks ago after a 17-month 
long impasse. 

“If they put - con- 
crete proposals forward, we 
believe it should he possible 
to reach an agreement,” said 
James Rubin, US State 


Department spokesman. 

Meanwhile, Osama al-Baz, 
foreign policy adviser to 
Hosni Mubarak, Egyptian 
president, said Washington 
would go public with its 
Initiative in about a week's 
time. 

But it is unclear if the US 
win present any ftxrther ini- 
tiative. 



to Angola 

meets 

Savimbi 

By Nctntas Staosmi in Lands-. 


T-akhdar Rrahfrni, the United 
Nations special envoy in 
Angola, yesterday returned 
to Luanda after a meeting to. 
the cenfxal Uplands town 
of. Anduto with rebel leader 
Jonas S&Yimbi, who many 
say has the power to decide 
whether or not the country 
returns to civil war. 

Mr Brahiml' did hat 
divulge details of his talks 
with the leader of toe Unite 
rebels, is advance of a state- 
ment scheduled for this 
morning, but Higmo Gar- 
neiro, the government's 
spokesman at a joint com- 
missi an to oversee a peace 
agreement signed in Lusaka 
In 1994, said; “We intend to 
find out what the president 
of Units wants.” 

The UN envoy 1 is assessing 
the potential far Angola to 
continue its peace process. > 

Although the state media 
has not reported any signifi- 
cant military activity in the 
country since' Mr Brahimi’s 
antral an Friday, many fear 
it will he hard for him to 
revive tie peace process. 

The government end Unite 
have accused each other of 
attacks across Angola in the 
past two months, including a 
massacre in the diamond- 
rich north-east on June 26 in 
which the UN said at least 
105 people died. 

Diplomats in Luanda say 
they doubt any decision has 
yet been taken by the gov- 
ernment whether or not to 
attack Mr Savlmhi's strong- 
hold around Andolo and the 
nearby town of Bailundo, 
but they say it is his failure 
to cede towns in this area to 
government control which 
lies at the heart of the cur- 
rent deadlock. “If Savimbi 
does not move then the pres- 
sure for toe government to 
go after him increases 
daily,” a diplomat said 

Mr Brahimi’s findings will 
help the UN security council 
decide whether to extend the 
mandate of the UN observer 
mission -which expires on 
August IS. 


^TEWSDIGtSJ ; 

KAZAKHS TAN BUDGET 

Steep cuts planned as 
low oil prices take toll 

ifamkhstan wiH cut te state spending for the rest of 1998 

by $600m, or 25 pet cant, of planned Sail? 

Btfgfmhayev, the 
day. -The cutswould 

nartital BJttjencfituro, and construction-. Pensions, wages, 
^spenS^T^cation 

Clit, hesajd. He cited tow commodttes prices, eapeciany 
- ofl. and the Aslan financial crisis aa.the main reasons for 
the planned cut. • • 

Virtually all of Kazakhstan's exports gera w maiy iab, 
mairilv oil metate, phosphates, arti grain. Commodities 
prices, especially for oil and metals, a* at their lowest 
□Dint in YBars. 

In addition, the government has had to delay key eura- 
bondissues thisj^r 

for emerging markets,; such as Kazakhstan. Charles 
Clover, Moscow 

NIGERIAN ARREST 

Aide asked about $2.45bn 

Ismafla Gwarzo, national security adviser to the- late Niger- 
ten dictator General Sani Abacha, has been arrested by 
authorities, a local newspaper reported yesterday. 

■ The paper said Mr Gwahzo, who presided over state 
security during Gen Abacha's four-year dictatorship, was 
being questioned over the alleged withdrawal of $2.45bn 
(£1.48bn) from the central bank over a two-year period. 

■ There was no official confirmation of Ihe report. The 
paper said Mr Gwarzo had been restricted to his village in 
northern Nigeria since Gen Abacha's sudden death on 
June 8 -and the succession to power of Gen Ahdulsnlam 
Abubakar, who has distanced himself from his predeces- 
sor's pqKctes. 

Apart from freeing hundreds of political prisoners. Gen 
Abubakar has scrapped an electoral process which was 
designed to . entrench Gen Abacha as ruler of Nigeria. He 
has also introduced new guidelines to dear up dealings 
within foe oil sector. Under a plan unveiled by Gen Abu- 
bakar last month, an elected civilian government will take 
over next May. Reuters, Lagos 


S0MAUA ADMINISTRATION 


Key warlord opposes plan 

A key Somali warlord has rejected a new administration for 
Mogadishu set up by rival factions as "non-reforesantaiive" 
' - despite being named on it A group of faction leaders 
who control different parts of Mogadishu, Inducting Ati 
Mahdi Mo hamed and Hussein Mohamed Aideed. met on 
Monday to establish the new administration. But yesterday 
rival warlord Osman Hassan Ati Ato appealed to the public 
and the international community not to recognise the new 
body, which he said was unlawful. 

He said he planned to meet other faction leaders who 
opposed the administration to formulate a strategy. 

Somalia has been without a central government since 
the overthrow of Mohamed Siad Barre in 1991, and is 
carved up into clan-based fiefdoms and regional group- 
ings. Reuters, Mogadishu 


WORLD TRADE 


McDonnell programme beijing abandons plan to build 20 airliners 


China’s aircraft industry 
hopes suffer second blow 


By James H anting tai Shanghai 
and NBchaet Skapinker 
in London 

t'i has decided to 
afci • most of a pro- 
"ranu to build 20 McDon- 
nell Douglas MD-90 jets, 
throw invr into doubt its 
plans to bei-ume a substan- 
tial aircraft manufacturer. 

Thr decision, made 
because of weak demand 
from China's mm mere ini air- 
lines. is the second blow to 
its oasrent aircraft industry. 
Plans for China to build a 
lUJ-senl jet in collaboration 
wirh Airbus Industrie, the 
European consortium, and 
Singapore Technologies are 
ufc-n likely to he scrapped. 
Airbus ul'iicials are under- 
stunt to have concluded that 
the pnrrrnrume will not gen- 
erate an adequate return. 

The cancellation of the 
two projects raises questions 
ahum the future of Aviation 


Industries of China (Avic). 
Avic is already in the throes 
of a fundamental restructur- 
ing which will see the state- 
owned company cut its 
workforce by 150,000 - one- 
fifth of the total - over the 
next three years in an effort 
to improve efficiency and 
boost profitability. 

Boeing or the US, which 
acquired McDooneQ Douglas 
last year, confirmed yester- 
day that Avic had aban- 
doned plans to build 17 of 
the MD-90 aircraft. China 
still plans to build three MD- 
90s, but it is still unclear 
who the buyers will be. 

McDonnell Douglas agreed 
in the early 1990s to supply 
Avic with kits to assemble 40 
MD-90s. In 199-1, this was 
scaled back to 20. Last year. 
Ron Woodard, head of Boe- 
ing's commercial aircraft 
division, announced that the 
company would phase out 
production of the MD-90. and 



Ron Woodard: Boeing to phase 
out MD-90 production 

several other McDonnell 
Douglas aircraft models, 
because of a shortage of buy- 
ers. 

Boeing said yesterday it 
was not surprised by Avia's 
decision to axe most of its 
MD-90 programme. “It's their 


decision. It's based on low 
market demand for these air- 
craft in China. It's a smart 
decision for them to make 
and it demonstrates that 
they are making their deci- 
sions on an economic basis.” 
Boeing said. 

China's domestic airlines, 
which until recently were 
desperately short of new air- 
craft to meet the 20 per cent 
annual growth in internal 
air passenger traffic, have 
proved increasingly reluc- 
tant in the last 18 months to 
take on large deliveries of 
new aircraft 

Bankers in Shanghai pro- 
viding financing for the 
domestic airlines say Chi- 
nese carriers are pressing 
the government to go slow 
on further procurement, 
reporting that they already 
have enough aircraft and 
fear the Asian crisis will 
prove a drag on passenger 
growth- 


1ND0NESIAN SMUGGLING ATTEMPTS TO HOLD DOWN FOOD PRICES THWARTED .. 

Jakarta promises crackdown 
illegal exports of palm oil 

lenes hi Jakarta ing even thongh recorded below world prices. attractive, but cooking 


By Sander Thoenes hi Jakarta 

Indonesia's trade minister 
has vowed tu crack down on 
smugglers of crude palm oil, 
one of several subsidised 
commodities which are 
exported illegally, making a 
mockery of government 
attempts to maintain low 
foot! prices. 

Rahnnti Ramelan. minister 
of trade and industry, said 
he would co-ordinate with 
security and customs offi- 
cials to put an eud to the 
lucrative business of export- 
ing palm oil without paying 
the BO per cent export tax, 
levied to keep domestic 
prices artificially low. Palm 
oil is processed into cooking 
Mil. Mr Ramekins comments 
followed a meeting with 
President B.J. Habibie and 
producers of palm oil who 
said domestic prices kept ris- 


ing even thongh recorded 
exports had dropped from 
im tonnes in the first half of 
1997 to 400,000 tonnes in the 

first six months of this year. 

Traders and producers 
said the shortages, despite a 
drop in exports, imply that 
more than 500.000 tonnes, or 
more than a third, of produc- 
tion tn the first half year, 
must have been smuggled 
out. much of it from north- 
ern Sumatra, home to some 
of the largest plantations. 

These statistics are one of 
the first firm indications 
that large-scale smuggling is 
undermining government 
efforts to keep domestic 
prices for basic foods stable 
despite the collapse of the 
rupiah. There have been spo- 
radic and unconfirmed 
reports of traders exporting 
rice, sugar and diesel, all of 
which are imported and sold 


below world prices. 

Foreign governments and 
multilateral institutions last 
month promised just over 
Sl4bn in aid to enable Indon- 
esia to maintain these subsi- . 
dies but demanded tougher 
controls over how the funds 
ware spent Hie government 
last month banned tbe 
exports of sugar, rice and 
wheat bnt not palm oil 

Indonesia had banned 
palm oil exports up to early 
May after the fall of the 
rupiah sparked a sharp rise 
in exports of palm ofl, but 
replaced the ban with a 40 
par cant tax to fill the gap 
between world prices and 
subsidised domestic rates, at 
the urging of the Interna- 
tional Monetary Fund. The 
government raised the tax to 
60 per cent last month when 
a further drop in the rupiah 
made exports even more 


attractive, but cooking oil 
prices kept rising. 

“None of the producers or 
refineries are working that 
way, because they are big 
companies, they don’t want 
to ruin their image," one 
producer said. “These are 
freelance players. With a. 60 
per cent tax. it's very lucra- 
tive." 

Producers added, however, 
that the tax- rise and govern- 
ment efforts to buy more 
palm oil directly from pro- 
ducers had already brought 
down the price of olein, a. 
palm oil product, from 
Rpe^OO to Rp5,400 ($0.46 to 
$0,3?) per kilogramme. But 
cooking oil prices have yet 
to come down and the gov- 
ernment agency has foiled to 
pay. for many of Its pur- 
chases, however, and traders 
warned such delays could 
cause prices to rise again. 


Australia picks 



Speed rail deal 


By Gwen Robinson hi Syttaey 
and David Owes In Paris 


Tbe Australian government 
yesterday announced plans 
for the country's first high 
speed rail line, naming the 
Speedrail ccaisartium led by 
Alstom, the Anglo-French 
engineering group, and 
Leighton Holdings of Austra- 
lia to build a A$3.5bn 
fUSJ&Hm) link between Can- 
berra, the federal capital 
and Sydney. 

The announcement ended 
nearly 10 years of contro- 
versy over the proposal and 
fierce jockeying in recent 
months by competing 
groups- The original plan 
called for the line to reach 
Melbourne, 1,000 km south of 
Sydney. 

However, John Howard, 
the Australian prime minis- 
ter, said yesterday; the Syti- 
ney-Canbecra link would be 
the. first stage of government 
plans to develop high speed 

rail networks throughout the 

country. The gaverumant 
would consider extension 
options to the project, leav- 
ing potential opportunities 
far groups which competed 
for the . Sydney-Canberra 
link. 

Tbe project is expected to 
more than halve the over-; 
land travel time between the 
two cities, which have- 'a 
co mbined . population . . of 
about 4.2m. The train will 
utilise the technology of 
France's TGV (Train A 
grande vltesse) system, trav- 
elling at speeds of up to 
320km an hour and. cutting 
express travel time between-' 
Canberra .and -Sydney, the. 
host city for the 2000 Olynt- 
pics, to 81 minutes. .Canberra - 
is about 320km south-west of 
Sydney.. 

The Speedrail consortium 
plans to begin construction 
in 2000 far a start hp date in 
late 2003. Tbe consortium, 
would bear most of the costs 
of the project. At the project 
launch, Mr Howard said the 
decision signalled a 
“rebirth" of Australia's rail 
system after years of decline 
and was “a bold and vision- 
ary Initiativ e". 


Critics, however, have 
labelled the project the 
“park barrel express" for a 
government in election 
mode, and accused Mr 
Howard of rushing the proj- 
ect through ahead of a likely 
federal election later this 
year or early next year, 
“Just as they were 100 years 
ago, railways have become a 
key political issue and 
potential vote winners as 
Australia heads towards the 
2lst century," one radio 
commentator said last 
night, 

Speedrail was one of four 
bidders. Other proposals for 
the project included using 
magnetic levitation technol- 
ogy, at a cost of A$4bn- 
A$45bn, and older tilt-train 
technology at a cost of about 
Aglbn. 

The director of the Trans- 
rapid consortium, one of tbe 
groups which competed 
unsuccessfully -for the proj- 
ect, yesterday critidsed the 
gover n ment’s haste In tiecid- 
ing the winner. “The envi- 
ronmental issues are very 
significant : Speedrail has a 
number -of hurdles," said 
Philip Sellars, director of the 
Transrapid Consortium of 
Australia. The Transrapid 
proposal, using maglev tech- 
nology, was backed, by Tbys- 
sen. Siemens, Daimler-Benz 
and AVB of Germany. - 

Mr Sellars .said the Austra- 
lian government's project 
group, comprising the. fed- 
eral. New South Wales and 
Australian Capital Territory 
governments, took only 
.right weeks to assess the 
various technologies. He 
.urged the group tomake its 
findings public. 

Alstom said fr would' pro- 
; vide a fleet of nine eight-car 
advanced TGV trains, the 
first of which was scheduled 
for delivery in 2002. 

Yesterday's announcement 
gave "a boost to the compa- 
ny’s share price, depressed 
since flotation In. June. The 
shapes closed up FFr7, or 
A2A per cent at FFr189, still 
weU below their- FFr205 
lwmch ipice. Tjut outstrip- 
ping the modest advance by- 
the C AC-40 index. 


NEWS JDIQEST 

CHERNOBYL SAFETY 

International consortium 
wins renovation contract 

An International consortium has won a tender for the 
second £3-3m ($5. 44m) stage of renovating the concrete 
and steel sarcophagus covering the ruined reactor at the 
Chernobyl nuclear power plant The project provides tor 
general consulting and technical services and work on a 
radiation protection programme and a database on the 
shelter, hastily constructed over the reactor that exploded 
in 1986 in the world's worst nuclear accident 
The consortium, headed by French company Technique 
Atom, includes BNFL Engineering of the UK, NewChem 
Nuclear of Germany and Morrison Knudsen of the US. 
Ukraine has appealed to western nations to help it make 
the sarcophagus environmentally safe. Since 1997, about 
20 donor nations have pledged £250m of the estimated 
£460m in repair costs. International Staff 

US SANCTIONS CONTROVERSY 


Congress challenge to WTO 

A group of US House of Representatives Democrats and 
Republicans will this week attempt to counter any ruling 
by the World Trade Organisation prohibiting state and 
local authorities from levying foreign policy sanctions. An 
amendment, attached to a Justice Department appropria- 
tions bill, would bar the department from spending any 
funds on any legal action that challenges state, local or 
tribal laws if they are found to be Inconsistent with interra 
tional trade and investment agreements. 

The WTO has not yet declared state and local sanction 
a violation of US trade agreements: However, the EU has 
held consultations with the US in Geneva about Massa- 
chusetts. slate sanctions against countries which do busi- 
ness with Burma. A settlement of that dispute was once 
considered dose, but the EU’s support of a lawsuit ques- 
tioning the constitutionality of state sanctions threatens tti 
agreement. Nancy Dunne, Washington 

US SODA ASH TRADE _ 


Threat to Indian exports 

The US soda ash industry is seeking removal of Indian 
Imports from the US Generalised System of Preferences 
which allows developing countries to export some prod- 
ucts to the US free of duties. 

- US soda arii, a key ibgradfent in glass, has been shut 
> put of the Indian market by an injunction Issued 2Vfc yeai 
ago. Indian txjmpia nes alleged that' it was bring market e 
m US “carter out to monopolise the market India has 
three soda ash companies, which are themselves being 
jraestigated by the Indian Monopolies and Restrictive 
Trade Practices Commission, according to US producer 
John McDemud, a counsel to the US industry, says th 
j”,”? 3 a „ comparative advantage In producing soda ash 
® derived from a mineral called trdna, which is mostly 
.found in Wyoming, us deposits are vast, amounting to 
about 30 per cent of the world market 
Numerous discussions between US and Indian produc 
ers have failed to produce a breakthrough. In July, five t 
senators wrote to the Indian ambassador- to the US, 
Naresh Chandra, asking for an end to the “embargoMh 
Generalised System of Preferences has expired and Cor 
grass has yet to reauthqrfae it, Nancy Dunne, WasWngt 
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SAP 



Ac SAP, vve know the success of our company comes from our customers — over 9JMJ of them. They come in all sizes, from 
all industries and from over 90 countries. Our commitment to each one is to deliver business software rh.it produces the best 
possible resuhs: And to enhance it with continuous development of even more effective applications. Its a mission we’ve had tor 2ft 
years, and one we maintain now that we’re listed on. the New York Stock Exchange. Because our success uiU always depend on 
the Success of our customers. Tofind out more about the SAP listing, visit us at www.SAHonNYSE.coni. Or call 1-800-283-1SAP. 
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Boeing picks London for flight-crew 




By Iffichad Skapinker, 
Aerospace Correspondent 


Boeing of the US will today 
announce plans for a SlTOm 
centre in London to train 
airline flight crew and main- 
tenance staff. 

The world’s biggest air- 
craft manufacturer said it 
had chosen the UK over the 
Netherlands and Belgium 
because of London's superior 
air ccmnectious. The com- 
pany is telfciagr to BAA, the 


airports group, about 
whether to base the centre 
at Heathrow or Gatwtek air- 
ports. A decision will he 
made next month. 

The centre win offer train- 
ing to airline staff from 
Europe. Africa and the Mid- 
dle East Boeing said it was 
talking to BAA and hotel 
operators about building a 
hotel nearby to accommo- 
date trainees. 

The company said it plans 
similar centres in the Asia- 


Pacific region and Latin 
America.. 

Wake Smith, president of 
Boeing's flight safety and 
training arm, said the cen- 
tre, Boeing's first outside the 
US, was designed to take 
advantage of airlines' plans 
to put subsidiary activities 
out to contract While air- 
lines had so Car concentrated 
on spinning off catering, 
ground handling and mainte- 
nance activities, Mr Smith 
said Boeing believed it 


would contract out training 
if facilities were available. 
Most airlines train their 
flight and maintenance crew 
themselves, although there 
are other third party provid- 
ers. 

Boeing plans to build five 
centres worldwide. The com- 
pany already has training 
facilities in Seattle and 
Miami. The London centre Is 
expected to attract 1,000 
pilots and 1,800 maintenance 
technicians annually. 


Boeing's investment in the 
London centre will be S85m. 
hut this Is expected to dou- 
ble in its first four years. 
The centre will initially have 
space for eight flight simula- 
tors - with five or six in 
operation when it opens - 
though 16 are planned. The 
company will : also offer 
training to ai tH ne staff on 
other manufacturers' air- 
craft. 

The centre will open at the 
beginning of 2000 and will 


initially employ 55 staff. But 
Mr Smith said this number 
was likely to double or triple 
in the centre’s first few 
years of operation. - 

The centre will contain 10 
classrooms tor maintenance 
training. 

They will be equipped 
with work stations and fibre 
optic networking. Mr Smith 
said the centre could .be 
expanded further if airlines 
wanted other forms of Staff 
training. 


SCOTLAND REWARD FOR SUPPORT ALLEGED 

Standards 
body urged 
to probe 
‘cronyism’ 


financial Times Reporters 
and Agencies 

Leaders of the opposition 
Conservative party yester- 
day asked Lord Neill, chair- 
man of the public standards 
committee, to investigate the 
appointment of Gus Macdon- 
ald, former chairman of 
Scottish Media Group, as 
minister for industry in Scot- 
land. 

Tony Blair, the prime min- 
ister, gave Mr Macdonald the 
job on Monday. He is to be 
made a lord by Queen Eliza- 
beth so that he can Join the 
House of Lords, the un- 
elected upper house of par- 
liament 

The Conservatives seized 
on a claim by Tam Dalyell, a 
Scottish MP in the governing 
Labour party, that the 
appointment was a “reward*’ 
for Mr Macdonald's alleged 
support of Mr Blair's plans 
for regional government in 
last year’s referendum on 
the issue. 

Mr Dalyell told BBC radio; 
"I’m afraid it smacks of 
cronyism because there is a 
gratitude for what Mr Mac- 
donald did when he was in 
charge of STV [the television 
company! during the refer- 
endum." 

Liam Fox, chief Conserva- 
tive spokesman on the con- 
stitution. detailed Mr Mac- 
donald’s former 


chairmanship of the Scottish 
Media Group, controlling 
two newspapers and two 
television stations. “These 
are extremely serious allega- 
tions which I believe need to 
be addressed by your com- 
mittee into public stan- 
dards,” he said in a letter to 
Lord Neill: 

Alex Saimond, Scottish 
National party leader, said 
the appointment was "a 
throwback to an age of 
patronage" at a time when 
Scotland was supposed to be 
moving to a new democratic 
era. “He is not an elected 
politician, he’s not even in 
the House of Lords until 
November there's no line of 
democratic accountability,"* 
he said. 

Donald Dewar, chief minis- 
ter far Scotland, spent yes- 
terday defending the 
appointment. Monday was 
supposedly the start . of 
Labour’s “summer offen- 
sive” against the SNP. Cov- 
erage of the campaign was 
wiped out by news that a 
businessman, rather than an 
sitting MP or lord, was to 
take the Scottish Office job. 

There are now seven Scot- 
tish Office ministers com- 
pared with five under the 
former Conservative admin- 
istration. Helen Liddell, 
newly appointed deputy to 
Mr Dewar, is responsible for 
education and women’s 



Alax Saknond wWi nattanaBst supporters protest at "throwback to an age of patronage' 


issues. Her other principal 
task , co-ordination of policy, 
is Intended to enaW ft her tO 
preside over the party’s 
attack on the nationalist 
party. Labour fears the SNP, 
which is of Labour in 
opinion polls and campaign* 
for an independent Scotland 
in the European Union, 
might win control of the new 
Scottish parliament 
The elections to the Scot- 
tish parliament next May are 
arguably the biggest single 
political event of the year. It 


would be disaster for Mr 
Blair if the SNP formed the 
first administration. Labour 
desperately needs to turn 
the heat on the SNP and the 
combative Mrs Liddell is 
regarded by the prime minis- 
ter and Gordon Brown, chan- 
cellar o! the exchequer, as 
the minister best placed to 
lead the attack. 

But the buck stop6 with 
Mr Dewar and he must 
accept at least part of the 
blame far the SNFs steady 
rise in the polls. He took the 


decision to rampaign along- 
side Mr Saimond during the 
campaign which preceded 
last September's referendum 
an devolution. 

Mr Dewar subsequently 
denied Sean Connery, former 
Janies Bond actor and SNP 
supporter, a knighthood. 
That was widely seen in 
Scotland as vindictive. Mr 
Dewar's critics, who include 
some in Labour’s own ranks, 
believe be sowed his own 
nationalist storm and is now 
reaping the whirlwind. 


LONDON BUSINESS SCHOOL LACK OF CO-ORDINATION ALLEGED BETWEEN MONETARY AND FISCAL POLICIES 


Hard landing predicted for economy 


By ftcfiard Adams, 
Economics Staff 


A lack of co-ordination 
between monetary and fiscal 
policies is set to slow the UK 
economy with a bump, 
according to the latest fore- 
cast from the London Busi- 
ness School published today. 

The business school’s ana- 
lysts say the government 
could have done more in 
recent Budgets to dampen 
consumer demand. Instead, 
it left the Bonk of England's 
monetary policy committee 


to slow demand by introduc- 
ing higher interest rates. 

The committee begins its 
monthly meeting to set 
interest rates today and will 
announce its decision tomor- 
row . with most City ana- 
lysts expecting rates to 
remain on hold. 

“We believe the chancellor 
missed a key opportunity to 
slow consumer spending 
directly." said Paul Robson, 
the LBS's UK forecaster. 

He said the result meant 
that the economy would 
endure a harder landing 


than might otherwise have 
occurred. 

But Stephen Byers, the 
new chief secretary to the 
Treasury, said the govern- 
ment’s new framework for 
monetary and fiscal policy 
was aimed at achieving 
longer-term economic stabil- 
ity. “It is because tough deci- 
sions have been taken by the 
government, including a 
£20 bn fiyai tightening, that 
we have a necessary slowing 
of growth," Mr Byers said. 

The LBS forecasts eco- 
nomic growth next year will 


be 1.3 per cent, compared 
with the forecast of 1.7 per 
cent growth it made for the 
same period in May. 

The LBS also thinks 
underlying inflation is 
“benign” and wifi fall below 
the government’s 2.5 per 
cent target to 2J per cent in 
1999. 

“The economy is set for a 
significant slowdown, 
though at present we believe 
that talk of a full-blown 
recession to be alarmist," 
tbe LBS says. 

It expects annual growth 


to be 22, pear cent this year, 
and return to 2 J 2 per cent 
growth in 2000. 

The forecast, in the 
August issue of the LBS’s 
Economic Outlook, assumes 
official interest rates have 
peaked at the current level 
of 7.5 per cant 

"We believe the MPC has 
already done enough," Mr 
Robson said. “However, if 
monetary and fiscal policy 
had been co-ordinated, then 
the fell in output would not 
be as great as is now 
needed." 


EU rules on digital set-top box subsidies 


By John Gapper, 
Media Editor 


Consumers will be able to 
buy digital television set-top 
boxes that are subsidised by 
British Sky Broadcasting 
without having to sign up to 
BSkyB's 200-channel service, 
following a ruling by the 
European Union. 

British Interactive Broad- 
casting. a venture owned by 
BSkyB, British Telecommu- 


nications. Midland Bank and 
Matsushita, has won condi- 
tional approval provided It 
does discriminate among 
competing digital television 
services. 

This means that the sub- 
sidy provided by BIB to 
allow BSkyB to sell top 
boxes at £199 ($330} each will 
have to be made available 
even if a consumer sub- 
scribes to another digital 
pay service, or only takes 


free-toair services. BSkyB is 
the satellite television net- 
work in which Rupert Mur- 
doch's News Corporation is 
the biggest stakeholder. 

BIB is now talking to 
other pay television compa- 
nies, such as On Digital, the 
15-cbannel pay television 
service owned by Carlton 
Communications and Gran- 
ada Group, about launching 
a version of its service on 
rival outlets. 


On Digital is thought to 
have held discussions with 
both BIB and Cable &- 
Wireless Communications, 
the cable company, over 
providing an interactive ser- 
vice to run alongside its 
range of pay telavlHkHi chan- 
nels. 

Although the EU decision 
in theory allows consumers 
to buy a set-top box subsi- 
dised by BSkyB, and then 
use It to receive On Digital’s 


services, this will not be 
practical at first because 
they use different decoding 
standards. - 

David Hilton, BIB’S chief 
executive, said the EU condi- 
tions were “a fait accompli, 
and we intend to work 
within that”. 

He added that BIB had 
invested a lot in developing 
services, and this would 
attract other pay television 
groups. 


Taxpayer 
had rough 
deal in 
sell-off, 
say MPs 

By Andrew Poker, . 

PoBScal Corr e spondent 


The privatisation of AEA 
Technology could have pro- 
vided UK taxpayers with an 
extra £l60m {$26500 ff the 
the sale had been phased, 
according to a report by MBs 
published today. 

The House of Commons 
public accounts committee 
says the sefi-off the last by 
the farmer Conservative gov 
eminent, was “flawed In a 
number of ways" and did not 
represent “the best deal for 

the taxpayer". 

In September 1996 the 
Department of Trade and 
Industry sold its shares in 
AEA, the engineering busi- 
ness spun out from tbe UK 
Atomic Energy Authority. 
The shares were priced at 
280 pence in London and tbe 
sale raised But tbe 

stock market valued tbe 
shares at 323 an the first 
day of trading, a premium of 
43.5p compared with the 
DTTs expected premium of 

20p. 

“The committee questions 
tbe depar tment 's view that 

the sale can be regarded as a 
success. The larger than 
anticipated rise in share 
price on the day after the 
sale, and the subsequent 
substantial increases over 
and above the increase in 
share prices of companies in 
tbe same sector, suggest that 
the department could have 
obtained more value for the 
business they sold,", the 
report says. 

AEA was privatised after 
advice from Schraders and 
Cazenove, respectively finan- 
cial, adviser and broker for 
the sale, whose’ fund man- 
agement arms made big prof- 
its buying shares in the 
offering. . 

Schraders picked up . a 
£1.8m success fed f or selling 
AEA for more than an initial 
valuation calculated by the 
bank itself Tbe report says 
the valuation should have 
been checked by an indepen- 
dent third party. 

The report says: “We are 
concerned that, contrary to 
established good practice, 
tbe department did not play 
any part in the allocation of 
shares by Cazenove to insti- 
tutions which included Caze- 
nove and Schraders compa- 
nies ... We consider that 
when setting the basis of 
advisers* success fees it is 
not sufficient to rely cm valu- 
ations made by advisers 
themselves before they are 
appointed and when they do 
not have a clear idea of the 
business or its potential.” • 
The committee notes that 
had a 40 per cent stake been 
retained in AEA, it would 
have been worth £2S0m at 
the end of May, compared to 
the £9Qm sale price. “There 
Is ample evidence from pre- 
vious sales of the significant . 
value for money benefits of 
phasing," It added. The 
report expresses surprise “at 
the lack of experience" of 
the DTI team which man- 
aged the privatisation. 


NEWS DIGEST : .• . 

northern ,, 

Security crackdown urged 
on republican bombers 

Gary McMlchaal, leader of a Northern kelWTd^rty.Sdtod 

to an arttf^epuWtaan paramlfitey 

demanded “a quick and strong security response toroq t 
thesepttopie but of society before they become* fltOflSf 
pots* 


repuonwui i— • . ^ 

have admitted responsibility for 
attacks, including the car bomb that »n 

the centre Of Banbridge on Saturday. 1*^^* . 
leader of the Ulster Democratic party, pofloca wng of tfe 
Ulster Defence Association. He was spaalw^Mter nwet- 
ing Mo Mowlam, chief Northern Ireland mmbtar in the UK 
government The meeting took place after agun attack on 
police In Lurgan yesterday. A man 
town’s police station from a car as a police, patr ol was : - 
driving out Nobody was hurt and nobody has admitted 

responsibility. 

Ms Mowlam insisted that the security force^jiere dofeig 
-afl they can", but she said they could do a ^?2r Iob u ti 
the community passed information to the authorities, ft 
was very difficult for soldiers and police to combat the 
small and less structured splinter groups. ■■ ■ ■ 

• a man of 48 yesterday became the latest vwftn of a 

growing series of paramilitary-style beatings. He was bat- 
tered with sticks by a gang who buret feta his home In 
Londonderry, the second biggest city In Northern Ireland. 

MONTSERRAT CRISIS. 


Ministers criticised in report 

Robin Cook, the foreign secretary, and Clare Short, the 
chief minister for international development; were criticised 
by MPs. yesterday. for “a lack of political vriT in tackfing 
“tensions arid inefficiencies” in their departments’ handling 
of the Montserrat volcano disaster last year. In a follow-up 
report on how the government responded to recommenda- 
tions for change, tbe House of Commons international 
development committee said: ‘The government haste ned 
to address the main organisational weakness identified in 
our previous report* .• 

The MPa said responsibility for dealing with the crisis 
caused by the erection last summer on the Caribbean 
bland, a British colony, was divided between the ministers’ 
departments. The committee had argued in an earlier 
report that the remaining UK colonies - now called 
"dependent tertttories’ - should no longer be funded by 
the D epa rtment for international Development. 

But mfelsters had decided to maintain the existing situa- 
tion. “Experience over Montserrat suggests that when diffi- 
cult decisions have to be taken quickly this spirit of 
co-operation between the departments is placed under 
severe strain," the MPs saW. "We condude that the gov- 
ernment has felled to address the main organisational 
weakness identified in our previous report" 


ElfTERTAIWMBfr FffTAHJNS 

Virgin delays online Megastore 

Richard Branson’s Virgin group is to delay foe launch of 
an internet version of Virgin Megastores, its music and 
video chafe, to develop a more ambitious online sales ini- 
tiative. Virgin originally planned to start selling foe 140,000 ( 
products sold at Its flagship London store from an internet ' 
site last year. The project was postponed while Mr Bran- 
son negotiated to take full control of Virgin Megastores 
back from the W.H. Smith retail group. 

Simon Burke, chief executive of Virgin Entertainment, 
said the online music and video market had become much 
more competitive since then. Most of the big US entertain- 
ment retailers and record labels sell over the internet, as 
do a growing number of UK labels, including Island and 
Polydor. ABce Rawsthom, London 


FINANCIAL REGULATION 


Compensation changes urged 

The Financial Services Authority is proposing changes to 
the UK Investors compensation scheme to bring rt in line 
with a European Union directive. The changes include 
extending the reach of the UK scheme to compensate 
customers living elsewhere In foe EU who deal with a UK- 
authorised fern or its branches. EU firms dealing in the UK 
wfll be covered by their home country’s scheme, though if 
that scheme offers lower payments, they can “top up" 
their cover to UK levels. 

The FSA wfll also remove the limits on how much the 
ICS funds can pay out each year - currently £100m 
(5165m) for securities dealers and fund managers and 
2200m for the Personal Investment Authority schema — to 
fed In fine with the directive. George Graham, London 


PENSIONS M1S-SELUNG 


More srtiaif firms fined ^ 

More independent financial advisers have been fined by 
the Personal Investment Authority for their part in the 
£11 bn ($18b n) pensions mis-seffing scandal. The regulator 
said It had fined 26 firms, mainly small IFAs, a total of 
£105,750 for not doing enough to meat the 1997 deadline 
for resolving urgent cases. The action comes less than a 
month after the P1A fined 41 firms, again mainly small 
IFAs, a total of £157,000. The regulator warned yesterday 
that it had a number of similar cases stifl on its books. The 
ragufteorts frustration is echoed by the government. Helen 
uddefl, foe former Treasury secretary, recently warned 
IFAs .they would face wholesale industry restructuring 
unless they moved fester. Jean Eagtesham, London 


S brings salvation from motor industry’s August nightmare 


Cars bearing an S plate roll off delivery 
trucks this month, marking the end of an 
era for the traditional summer sales bulge, 
John Griffiths examines the changes 

he annual car number will come in March. The V 


T plate letter change on 
August 1 was conceived 
as a sales-boosting servant of 
the motor trade. But it has 
grown into a retailing night- 
mare beyond the control of 
carmakers and dealers. 

After years of wrangling 
between manufacturers, 
dealers, police and govern- 
ment - over whether and 
how to kill it off - the coup 
de grace is being delivered. 

The S plate cars rolling 
out of showrooms this 
month represent the end of a 
36-year era. The next change 
on new cars, to begin the 
registration number with T, 


plate - U. like L O. Q and Z 
are not used to avoid confu- 
sion with numerals - will 
follow In September 1999. 
The rest of the usable alpha- 
bet will follow at six- 
monthly intervals until the 
end of 2001, when a new for- 
mat will start. 

The end of the August 
peak will be welcomed by 
manufacturers in the UK 
But it will be greeted with 
concern by some in the rest 
of Europe because August is 
a quiet time for sales every- 
where except in the UK 

The new number plate for- 
mat will still have vehicle 


age identifiers - useful to 
the police - but they will 
change quarterly, sit along- 
side a regional identifier and 
be much less conspicuous 
than the annual change. 

If all goes according to 
plan, the pattern of car sales 
will be distributed more 
evenly throughout the year 
and there should be no 
reduction in total sales. The 
annual plate-change has 
long been seen as an impor- 
tant part of “keeping up 
with the neighbours'*. 

The latest figures from the 
Retail Motor In du stry Feder- 
ation predict another record 
for August sales. It says 
530,000 new cars will take to . 
the road this month - one 
quarter of the year’s proj- 
ected sales. 

Before 1967. when the 
August year identifier was 


first adopted, sales were con- 
centrated in January each 
year. The industry hoped to 
create two smaller seasonal 
peaks but the August change 
proved by far tbe bigger 
attraction. 

By - 1980. August was 


ble far franchised dealas. 

Making sore the correct 
cars are delivered to dealers, 
dealing with registration 
paperwork and preparing 
cars for collection by new 
owners “has meant that 
dealers cannot always give 


The sheer volume of cars for August 
delivery means that *the distribution 
network is pushed to breaking point 1 


already taking more than is 
per cent and the trend has 
been upwards since. • 

The shete volume of cars 
for August delivery means 
that “the distribution net- 
work Is pushed to breaking 
point", says Alan Pulham, 
the RMTs director responsi- 


customers the service they 
have a right to expert. How- 
ever, that wfll now change". 
- The forecast for a record 
August comes despite the 
fact that the year’s total 
sales are not expected to 
break the &3m record, set in 
1988. The Society of Motor 


Manufacturers and Traders, 
the industry's main lobby 
group, warns of a downturn 
in the final quarter* » fore- 
casts 33m . safes this year. ' 

Some , analysts warn the 
trade Industry are unre- 
alistic td hope, the toss Of the 
annual pfete change will not 
lead to a net reduction in 
. sales. KPMG, the accoun- 
tancy and consulting group, 
forecasts 'the toes of 60,000 
sates- if, a yearly Identifier 
was lost- altogether and 
Inspected-. the system- fina lly 
chosepj fc -..have a negative 
impact r>, ; . . 

MtPumain believes it is a 
drawback that dealers can 
iive&ttth, .given bigger 
axpe&ad-fcneffts. The RAC 
hn inflated. tits cost to 
ttei6d*5Jiy ta stockpiling, 
fH-amrtte d cashflow, overtime 
ami. other-’ increased aver- 
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heads associated with' the 
“bulge” at about £$00m a 
year. That equates to almost . 
£300 on every car expected to 
be sold in the UK this year 7 


‘more for each car thane 
dealers claim they n ptq 
a small family car sa fe . 


GM at ttte crossroads, 
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THE ARTS 


The Big Idea is still alive and well 


Andrew Clark rediscovers the spirit of Aspen 
despite the growing commercialism 


Is “the Aspen Idea" still alive? 
Mast people would be unable to 
place Aspen on a map, still less 
know the meaning of the I de? 
But as the Aspen music festival 
approaches its 50th anniversary, 
the question is relevant Aspen 
has come a long way since Wal- 
ter Paepcke, a Chicago-based 
businessman, launched his Uto- 
pian vision of a “community of 
peace" in this Colorado Rockies 
resort after the second world 
war. The aim was to Integrate 
the arts, sport, nature and educa- 
tion, at a site far from the hur- 
ly-burly or city life. 

Since the first festival in 1949, 
Aspen has become a fixture of 
American musical life. Its al umni 

- William Bolcom. James Levine 
and Dawn Upshaw among them 

- are scattered across leading 
musical organisations at home 
and abroad. Its Institute and 
Physics Centre are renowned as a 
meeting point for philosophers, 
scientists, designers, business 


executives. But commercialism 
and the competing claims of rival 
resorts are threatening the dis- 
tinctiveness of Aspen. A new gen- 
eration of Aepemtes has 
emerged, with a hazier grasp of 
what file Idea Is all about Aspen 
today is better known as a winter 
playground for Hollywood stars 
than as a s umm er gathering 
point for prodigies and thinkers. 

Whether or not festival partici- 
pants are aware of the Aspen 
Idea, they still have plenty of 
opportunity to imbibe its spirit. 
With the mountains so close and 
Denver a four-hour drive away, 
the only distractions ate hiking, 
kayaking and partying. And how- 
ever relaxing Aspen may be for 
the casual visitor, this Is no tour- 
ist festival - much as it would 
like to be better known interna- 
tionally. Unlike Tangle wood, 
which has about 200 students to 
Aspen's 825. public performances 
are a by-product of the music 
school rather than vice versa. 


Aspen is the only large-scale 
festival where students play 
alongside their teachers in 
orchestras. There is intense com- 
petition for places in the school's 
five ensembles, and the reper- 
toire is kaleidoscopic: the pro- 
gramme included the Shost- 
akovich middle quartets, 
Rautavaara's Angels ami Visita- 
tions. a John Adams residency 


that, having picked the score 
apart, the musicians should not 
lose sight the bigger picture. 
Conlon could never have got 
away with this In New York; 
Cologne or Paris, but Ills words 
were soaked up in Aspen. 

■ The performance itself was 
brisk, gritty, well-stitched and 
unrelenting In concentration^ 
With seasoned professionals and 


Marie: even in this spartan con- 
cert' setting, with rain pattering 
on the tent roof,, she made us 
believe In the character. 

The tent dates from 1904; a new 
one, , with Improved seating and 
acoustics, is promised foe 2000. 
Ideally Aspen would have a 
proper concert hall - but apart 
tram the expense , involved (and 
the festival already relies heavily 


The relaxed informality and communal ambience which the 
circular tent creates are an essential part of the Aspen experience 


and a staging of Falstoff. I have 
already reported on the virtuosic 
qualities of the student contem- 
porary ensemble in Turnage’s 
Creek, but the stamina and cohe- 
sion of the festival orchestra in a 
Berg and Mahler programme 
were equally impressive. 

I slipped into the final 
rehearsal just in time to bear a 
fascinating off-the-cuff summary 
by tbe conductor. James Conlon. 
of what Mahler's Sixth Sym- 
phony Is all about His point was 


conservatoire professors occupy- 
ing principal positions, the wind 
solos came across smoothly and 
confidently - notwithstanding 
the acoustical quirks of tbe 
Aspen tent It was not a great 
performance - there was -little 
luxuriance in the string sound, 
not enough depth and variety of 
mood - but it lacked nothing in 
clarity and emphatic spirit It 
was preceded by a selection of 
scenes from Wazzeck, featuring 
Cordon's wife, Jennifer Ringo, as 


on wealthy local supporters), it 
would compromise the relaxed 
informality and communal ambi- 
ence which the circular tent cre- 
ates. Those qualities are an 
essential part of the Aspen expe- 
rience. 

A few years ago tbe festival did 
Invest in a permanent chamber 
music venue, rudimentary in 
design but with a friendly acous- 
tic. My visit encompassed two 
concerts in this hall: a pro- 
gramme of Bach, Elliott Carter 


and Beethoven .given by various 
teac h er* and recent alumni; and 
three Mozart: quintets played- by 
the American String Quartet 
with .Michael Tree, veteran, vio- 
list of. the Guanwrf. Quartet . 

The first- redtel opened with a 
blunt, over-pedalled account by 
Navah Perlman of Bach's Toccata 
in C minor, fife notes ccflfldlpg. 
Incongruously in the depths of 
the Aspen' Steinway. It- ended 
with Beethoven’s “<tobst? Trio, 
in which .the violinist Kurt N0t- 
kanen set the pace with- a relent- 
less, not entirely apposite, inten- 
sity. In between came -a 1 reading 
of the Carter. Cello Sonata by. 
Alan Harris and Pamela: Pyle 
which bespoke complete rapport 
with the idiom of fife music. This 
is one of Carter’s earliest (1945) 
experiments in metric modula- 
tion: he starts off suggesting cello 
and piano 'have nothing in com- 
mon, then proceeds to show how. 
complementary they art Despite 
bouts of shaky Intonation, Harris 
and Pyle expressed the work’s 
wit and rigour. Its wonderful 
tunefulness and, in the momen- 
tous slow movement, RaveHlan 
depth. 

. After a hard day’s work, a diet 
of Mozart string- quintets could 
be too modi of a good thing; but 
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" to Aspen, the Americans, work- 
ing ; in -seasoned'- harmony with. 

. Tree, .made It an uplifting musi- 
cal meal.- Of tbe six viola .quintets 
. jpzart composed, they chose the 
arran ge ment, of the Wind Sere*', 
nade '-JK-388. - a relatively light 
: hors d’oeuores - followed by the 
: D major quintet EL593 and the' 
solemn, tragic G minor quintet It 
-Is salutary to .he reminded that 

Mozart .wrote soma blatantly, sad 

music. And -it was refreshing lo 
discover that the Americans have 
-.nothing in common with the “in 
yourfece” school ofjuilliard-pro- 
duced string playing^ Their per 
fdrmance was almost too well- 
practised to plumh the G minor 
work’s edges mid depths, but its 
homogeneous refinement was a 
- tonic. 7 

• So I enjoyed my brief visit to 
Aspen. Spr those of staple tastes, 
the galleries and gift shops that 
dominate the commercial centre 
are. a small mice to pay for the 
views, the dean air and sound of 
music. .Everywhere is within 
wallting distance, and the buses 
are free. 1 cannot think of any 

other festival that combines such 
variety of repertoire with such an 
uncommercial spirit Perhaps the 
Aspen Idea is alive and well, 

nftrtv till 


hi 


Evening 
of hopeful 
romance 
and lust 

OPERA 

p/i^D "murim I ZZZ ' I”". ZI. 

La Comte Dry 
Syndcbnume Festival 

At Glyndebourne. last year's 
production - by Jerome Savary - or 
Rossini's Le Comte Ory is revived, as 
disarmingly as before. By Savar/s 
standards it is mild-mannered, never 
extravagant. Though the action 
invites unbridled campery (all tbe 
male chorus masquerade as nuns In 
Act 2), he maintains a mock-inno- 
cent air throughout sly but almost 
decorous. Ezio Toffolutti's designs 
set the tone: prettily fake-medieval, 
with deadpan hints of parody. 

In 1828 Rossini tuned Us Vhoggio 
a Reims . a special-occasion piece 
with no future in the repertoire, into 
Le Comte Ory, with much adapting 
and expanding. In one sense the new 
result is curiously like his Barbiere 
di Sivigtia of a dozen years earlier, 
two acts long, each of them levered 
upon a comic masquerade that a 
young hero gets up to while pursu- 
ing his libidinous designs. 

In Barbiere, however, the comic 
obstruction takes the stout form of 
the heroine's guardian Don Bartolo, 
a crusty but libidinous character in 
his own right. The opposition is 
looser and vaguer in Comte Ory. 
maybe the “holy oaths’* of chastity 
that tbe Comtesse Adfile and her 
ladles have taken until the Crusades 
should be over, or more likely just 
"propriety". That is not tough oppo- 
sition. Accordingly, the dramatic 
conflict in Ory remains frivolous 
make-believe, not very different 
from Lock Up Your Daughters. 

Rossini's score makes no more of 
it than that There is no guiding 
must co-drama tic thread, unlike in 
Barbiere or the incomparable Cener- 
entota. Instead we get a lot of beauti- 
fully shaped numbers, one afLer 
another, mostly in the prevailing 
vein of hopeful romance and lust In 
the Glyndebourne staging they regis- 
ter nicely, without any pretence that 
the opera is going anywhere. 

It makes an amiable evening. The 
cast is much the same as before: 
Marc Loho lends his throaty, flexible 
tenor to tbe naughty Comte, Julien 
Robbins' Governor supplies grave 
warmth, the baritone Ludovic Tezier 



Rossini at his most frivolous: three-ln-B-faed scene with Anntek Massis, Hanne Fischer and Marc Lario mmm* 


sings a notably spirited and stylish 
Raimbaud (a mere “friend" of the 
Count, but Rossini gives him some 
elegant music). 

The virginal Comtesse Adfele 
Annick Massis, recovered from a 
hit-or-miss vocal exhibition in 
Act l to offer a confident, expressive 
line in Act 2, with staunch support 
from Jane Shaulis and Tamsin 
Coombs. 

As the new Isolier, the Count's 
ambiguous “page", Hanne Fischer 
lavished suggestive subtleties upon 
her music. The ripe trio in Act 2. 
which finds her in bed between 
Adele and the lustful Comte - the 
one using her as a buffer, the other 
mistaking her for the Comtesse her- 
self - is a fine Rossini invention, and 
Savary underlines the fraught poten- 


tial of the situation with puckish 
delicacy. 

Best of all is this year's new con- 
ductor Yves Abel, from the Opera 
Franca is de New York and the Met. 
He gives a witty, well-sprung 
account or the overture, all teasing 
stretches and delays (to the evident 
relish of his London Philharmonic), 
and a brightly paced account of 
everything else in Rossini's score. 
He is a natural, and clever - a real 
find. 

★ 

Glyndebourne has always been loyal 
to those who have done it a good 
turn, writes Richard Fairman. After 
tbe Scottish soprano Lisa Milne 
stood in for an ailing colleague in 
1996, it was to be expected that she 
would be given a chance of her own. 


That reward was four performances 
in the title-role of Handel’s Rode- 
Imda part way through this year's 
festival 

Although Milne is no more an 
early music specialist than her pre- 
decessor in the production, Anna 
Caterina Antonacd, a combination 
of firm, bright, forward tone and 
plain determination made her a 
strong presence on stage. As yet she 
is happier with the outgoing arias 
than trying to mould the slow ones, 
but at all times her Rodelinda was a 
positive asset in a less than vintage 
Glyndebourne cast. 

This year's Handel opera was cer- 
tainly no match for its stunning pre- 
decessor. Theodora. It will be inter- 
esting to see if the festival intends to 
keep tbe Handel series going. 


OBITUARY 



Among Russian composers the result “a sort of polystyl- 1392. when I last saw him at 
of the post-Shostakovich ism - a new, universal, syn- a celebration of his work -at 
generation, none achieved thatic styles in which ele- the Lucerne festival, he 
greater eminence than ments of traditional' and new looked extremely frafl. 
Alfred Schnittke, who has techniques confront each By turns ironic, fl&mboy- 
died at the agg of 63 after a other in sometimes very ant and despairingly poetic, 
long illness. In tbe Comma- obvious contrasts". Schnittke's music had a high 

test era he was one of the Schnittke’s- tumultuous, emotional pitch which 
first to risk official disap- theatrical First Symphony invariably struck a chord 
prove! by experimenting was his first major polystyl- with the public - but it was 
with modernist techniques, is tic statement. Banned to often hard to see where its 
and he won International Moscow, it received its expressive heart lay. The 
recognition in the late 1970s belated premiere to Gorki to grandiloquent Concerto for 
through his unique way of 1974 - conducted by its dedi- Kano and Strings (1973), for 
quoting, juxtaposing and catee, Gennadi Rozhdestven- example, includes a 12-note 
synthesising different styles, sky, who became one of row. a skewed reminiscence 
old and new. „ Schnittke's most -effective of Beethoven's Moonlight 

Schnittke subsequently interpreters. Sonata and ah old Russian 

became one of the most Although Ids music had hymn. The Fifth Symphony 

widely performed contempo- been performed outside the (1388) starts with a baroque 
rary composers, celebrated Soviet Union since -the mid- concerto grosso, before going 
in western capitals as much 1360s, It was not until 1977, on to evoke Mahler and 
as in Moscow. By nature a with the Concerto Grosso Musargsky. The grotesque, 
shy man, he wrote music of No. 1, that Schnittke enjoyed " parodistic world of his first 
startling audacity and his first real international opera, Life with an idiot 
energy. The absence of these triumph. Thereafter the west (1992), echoes Shostakovich's 
qualities in his late oeuvre - rushed to catch up with his The Nose. 
notably his operas Gestia/tio achievements, encouraged The quality of Schnittke's 
and Historia van D. Johann by the roster of illustrious work was extremely variable 
Fausten, premiered within a performers who commis- - ranging from sagging hold- 
month of each other In 1995 sioned and championed his alls of crudely flung-together 
- showed the extent to work, including Mstislav mu sic. to a Shostakovich-m- 
which increasing frailty bad Rostropovich, Gidon. Kremer herited austerity and devo- 
undermined his creativity. and Yuri Bashmet tion to Russia’s spiritual 

Half- Jewish and half-Ger- to 1389 he settled in . Ham- past, eloquently mouniful 

man, Schnittke was bom on burg, and subsequently most and tender. At its worst, it 
November 24, 1934 at Engels of his works were premiered was a jumble of masked and 
in central Russia. He began in the west Despite a steady faked voices; at Us best, the 
his musical studies to 1946 to deterioration in health, he product of a brazenly origi- 
Vienna, where his father kept up a prolific output nai mind 
was working for a German- until June 1994, when two 
language Soviet army news- strokes left him unable to 
paper, to 1948 he moved to speak or write. But even to A.C. 

Moscow, and took his 
diploma as a choirmaster. At 
the Moscow Conservatory 
(1953-8), he studied counter- 
point and composition with 
Yevgeny Golubev, and 
instrumentation with Niko- 
lai Rakov. He was also 
encouraged by Filipp Hersh- 
kowitz, a disciple of Webern. 

From 1962 to 1972. he was 
a teacher at the Conserva- 
tory. His influential essays 
on Russian and western con- 
temporary music date from 
this period. He met Luigi 
Nono. corresponded with 
Stockhausen and Ugeti, and 
worked at the Experimental 
Studio of Electronic Music in 
Moscow. His most important 
stylistic development 
occurred to the late 1960s 
when, frustrated by the con- 
straints of total seriallsm, he 
started giving free rein to Alfred SchnBtfcs: one of the moat widely performed contemporary 
his own fantasy. He labelled composers, he wrote music of startling audacity and energy 
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INTERNATIONAL 

Arts 

Guide 

EDINBURGH 

EXHIBITION 

Scottish National Gailary of 
Modem Art 

Tet: 44-131-624 6200 
Mona Hatoum: 46 works ranging 
from photographs and videos to 
sculptures made from materials 
including hair, wax, soap, steel, 
rubber, pins and razor blades; to 
Del 25 


GLIMMERGLASS 

OPERA 

Alice Busch Opera Theater, 

Cooperstown 

Tel: 1-607-5472255 

• Falstaff: by Verdi. New 
production directed by Leon 
Major with sets and costumes by 
John Conklin. Conducted by 
George Manahan. Cast includes 
Kevin Giavin, Stephen Powell 
and Amy Burton; Aug 8. 11 

• The Mother of Us AH: by Virgil 
Thomson. Conducted by Stewart 
Robertson in a new staging by 
Christopher Alden, with sets by 
Allen Moyer, Aug 7 

• Tosca: by Puccini New 
staging by the team responsible 


for last year’s Madama Butterfly- 
director Marc Lames, set 
designer Michael Yeargan, 
costume designer Constance 
Hoffman, lighting designer Robert 
Wierzei and conductor Stewart 
Robertson; Aug 6, 9 


GLYNDEBOURNE 

OPERA 

Gfyndeboume Festival Opera 

Tel: 44-1273-815 000 

• Capriccio: by R. Strauss. 
Revival conducted by Andrew 
Davis and directed by John Cox. 
The Countess is sung by Kiri Te 
Kanawa tonight aid thereafter by 
Felicity Lott. With the London 
Philharmonic Orchestra; 

Aug 5, 9 

• Le Comte Ory: by Rossini. 
Revival conducted by Yves Abel 
and directed by Jerome Savary, 
with the London Philharmonic 
Orchestra; Aug 6. S 

• Simon Boccanegra: by Verdi. 
New production conducted by 
Mark Elder In a staging by Peter 
Hall. With the London 
Philharmonic Orchestra. The tide 
role is sung by Elena Prokina; 
Aug 7, 10 


LONDON 

CONCERTS 

BBC Proms, Royal Albert Had 

Td: 44-171-589 8212 

• BBC Concert Orchestra: 
conducted by Barry Wordsworth 
in works by Walton, Robert 
Simpson, Fbufds and Elgar. With 
piano soloist Piers Lane; 

Aug 6 

• Javanese Court Dance and 
Gamelan; with dancers and 


musicians from STSI Surakarta 
and the South Bank Gamelan 
Players; Aug 6 

• National Youth Orchestra of 
Great Britain: conducted by 
Mstislav Rostropovich in 
Shostakovich's Symphony No IQ 
in E minor. Programme also 
includes the world premiere of a 
specially commissioned new 
work by Michael Berkeley and 
Britten's Young Person's Guide 
to the Orchestra; Aug 8 

• Northern Sinfonia: conducted 
by Jean- Bernard Pommier In 
works by Rossini, Chopin, and 
Mozart, and the London premiere 
of Maharal Dreaming by John 
Casken; Aug 5 

• Ulster Orchestra: world 
premiere of a new work by 
Rodion Shchedrin, conducted by 
Dmitry Sitkovetsky. Programme 
also Includes works by Berlioz 
and Tchaikovsky. With soprano 
Barbara Hendricks; 

Aug 7 

DANCE 

Barbican Theatre 
Te/; 44-171-638 669T 
www.barbican.Qrg.uk 
Tharp! Two week season of 
modem American choreography. 
Programme 2 (Aug 4-8) 'mdudes 
Sweet Fields, which draws on 
traditional American choral 
music, and Heroes, a ballet score 
by Philip Glass; to Aug B 


NEW YORK 

CONCERTS 

Alice Tully Kali, Lincoln Center 
Tel: 1-212-875 5050 
www.Bncdncenter.otg 
Emperor String Quartet in works 


by Haydn; Aug 5 

Avery Fisher Hall, Lincoln 
Center 

Tel: 1-212-875 5030 
www.Uncdnoanter.org 

• Mostly Mozart Festival 
Orchestra: conducted by Louis 
Langree in works by Haydn and 
Mozart. With violin soloist Joshua 
Bell and piano soloist Leif Ove 
Andsnes; Aug 5 

• Mostly Mozart Festival 
Orchestra: conducted by Vladimir 
Sp>ivakov in works by Mozart and 
Strauss. With viola soloist Paul 
Neubauer and soprano Inva 
Miia; Aug 7, 8 


ROTTERDAM 

EXHIBITION 

Kunsthal 

Tel: 31-10-440 0300 
Look at me: Fashion and 
Photography in Britain I960 to 
the present First stop for a 
touring exhibition which tracks 
the development of fashion 
photography with its emphasis 
firmly on popular culture rather 
than haute couture; to 
Aug 9 • 


SALZBURG 

OPERA 

Salzburg Festival 
Tek 43-862-844501 
• Aufetieg und Fait der Stsdt 
Mahagonrry. by Weill Conducted 
by Dennis Russell Davies in a 
staging by Peter Zadek, with sets 
by Richard PeduzzL Cast 
includes Dame Gwynneth Jones 
and Wilbur Pauley. With the 
Vienna Radio Symphony 


Orchestra; Grosses 
Festspielhaus; Aug 5 

• Don Carlo: by Verdi New 
staging by Herbert Wernicke, 
with the Vienna Phlhamranic and 
Opera conducted by Lorin 
MaazeL Cast includes Samuel 
Ramey; Grosses Festspielhaus; 
Aug 7, 10 

• Katya Kabanova: by Jan&fiek. 
Conducted by Sytvain 
Cambreling In a staging by 
Christoph Marthaler, with designs 
by Anna Viebrock. With the 
Czech Phifftarmonfc; KJeines 
Festspielhaus; Aug 6 

THEATRE 

Salzburg Festival 
Td: 43-862-844501 

• Soon: by Hal Hartley, with 
music by Hal Hailey and Jim 
Coleman, and sets and costumes 
by Steve Rosenzweig. 
Co-production with deSingel. 
Antwerp; Pemar hnsel: Aug 5, 7, 
8,9,11 

• Dantpn's Death: by Buchner. 
New, co-production with the 
Berliner Ensemble, directed and 
designed by Robert Wilson, with 
costumes by Frida Pamwggfemf; 
Landes theater Aug 6, 7, 8, 10 


SCHLESWIG- 

HOLSTEIN 

CONCERTS 

Schleswig-Holstein Music 
Festival 

Td: 49-431-567 080 
• Cologne Chamber Orchestra: 
conducted by Helmer. 
MOUer-Brtihf In works by Vivaldi 
and Bach. With soprano Barbara 
Schlick, flautist Patrick Galtots 


and oboe Christian Hommel; 
Schleswig, Dom (Aug 10) and. In 
a sBghtly altered programme, at 
the Hasselburg, Scheune (Aug 
11 ) 

• Schleswig- Holstein Music 
Festival Orchestra: conducted by 
Donald Runrtfdes 'm works by 
Berg and Mahler. With soprano 
Laura Aikto; Kiel, Schloss (Aug 7) 
and Lflbeck, MusB«- und . 
KbngresshaHe (Aug 9) 


SEATTLE 

OPERA 
Seattle Opera 
Td: 1-206-389 7676 
www.seattieopera.org 
Tristan und Isolde: by Wagner. 
New production by Francesca 
Zambetlo, conducted by Annin 
Jordan. The title roles are sung 
by Jane Eagien and Ben 
Heppner Aug 7, 10 


the Suntory Music Award; Aug 5 


VERONA 

OPERA 

Arena di Verona 
Td: 39-045-800 5151 
www.arenaJt 

• Tosca: by Puccini. New 
production by GtuKano Montaido, 
with sets by Luciano Ricceri. 
Cast includes Ruggero Raimondi 
and the conductor is Zubin 
Mehta; Aug 7 

• Un BaHo in Maachera: by 
Verdi. New production by 
Giuliano Montaldo with sets by 
Luciano Ricceri. Conducted by 
Daniel Oran; Aug 6 


TV AND RADIO 
m WORLD SERVICE 
BBC World Service radio for 


Europe can be received in 
western Europe on medium wave 

TANGLEWOOD 64a kHz (463m) 

CONCERT EUROPEAN GABLE AND 

Tangtewood Festival SATELLITE BUSINESS TV 

Tet 1-617-931 2000 

Kremerata Battica: violinist Gidon : • CNN International 
Kremer leads an ensemble of Monday to Friday, GMT: 
players from the Baltic states. ' 0&30: MoneyBne with Lou Dobbs 
Programme Includes works by 13J30: Business Asia 
Pirt, Vivaldi and Rota; Ozawa 19.30: World Business Today 
Hail; Aug 5 22.00: World Business Today 

Update 

TOKYO • Susmess/Market Reports: 

CONCERT 05:07; 06:07; 07:07; 0820; 0920- 

Suntory Had 10:20; 1150; 11 S32; 1220; 132 q' 

Teft 87-3-3584 9999 • . 1*20. ' 

Tokyo Symphoriy: J conducted by 

NaotoOtoma/Nork^^ At 08:20 Tanya Beckett of FTTV 

works by Takemftsu, Nishimura repots live from UFFE as the 
and Berlioz. .with the winnerof - London market opens. 
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.COMMENT & 


PERSONAL VIEW RUDI DORNBUSCH 



f late, pessimism 
has been a good 
rule of thumb in 
judging Asian 
financial prospects. Is China 
now under threat of losing 
stability and becoming part 
of the ever-widening Aslan 
problem? Chinese devalua- 
tion is a possibility. But 
China does not need a deval- 
uation. And its leaders 
would do well to reject the 
optical squarely rather than 
use it as a blackmail tool in 
International poker. 

The belief that China wflj 
devalue, sooner or later, 
rests on the fact that the 
country faces extraordinary 
restructuring challenges in 
the banking system and the 
state enterprise sector. 
These problems are hard to 
solve at the best of times, 
but without high growth the 
prospect strains political and 
social stability. 

Unfortunately growth is 
down substantially, running 
somewhere between 5 and 7 
per cent. That compares 
unfavourably with the 10 per 
cent average of the past is 
years and is below the offi- 
cial target of 8 per cent. The 
growth problem is, of course, 
largely a reflection of an 
export slump: Asian markets 
are vital to China; they have 
collapsed and so has export 
growth. 

In the past decade, Chi- 
nese exports have often 
risen 20 per cent a year, In 
the first half of 1998, they 
rose only 10 per cent and by 
now growth may well have 
stopped. Because exports (In 
value-added terms) account 
for 10 per cent of gross 
domestic product, going 
from 20 per cent growth to 
zero costs 2 per cent of GDP 
directly and, if you include 
knock-on effects, perhaps as 
much as 4 per cent 

The problem is real and 
not about to disappear. 
Hence the conclusion: deval- 
uation to get back to export 
growth is inevitable- All the 
same, the conclusion is 
wrong. China does not need 
to devalue, nor should it 

It does not need to because 
the country clearly has con- 
trol of its exchange rate. 
True, all of Asia has under- 
gone a competitive devalua- 
tion. leaving China with an 
overvalued currency and 
poor export performance. 
Even so. the external front is 
not under siege. Capital 
controls are quite tight (and 


Next, China? 

Reform, not devaluation, isthe way forward 

Devaluation: a lo se r’ s g am e - 
Aatooinencfes retesadagamstltia USE (tfl/BMtW . . 
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getting tighter). There is a 
substantial current account 
surplus. And the country 
has sizeable foreign 
exchange reserves. This dif- 
fers sharply from all the 
economies that have gone 
under. Moreover, if an extra 
buffer Is needed, capital 
inflows can be increased by 
allowing more flexibility on 
joint ventures. That appears 
to have happened recently in 
telecommunications and 
might come about in other 
sectors. China is not hanging 
on to its last penny in 
reserves, nor is it about to 
call in the International 
Monetary Fund and the US 
Treasury far an emergency 
package. On the contrary, it 
has the wherewithal to hang 
in and defend the present 
exchange rate ff ft wants to. 

T he real question is 
whether China 
should devalue, not 
whether it must A 
small devaluation would do 
little for the country and a 
large devaluation might 
even do harm because it 
would surely set off a wave 
of financial insta bility, 
including currency deprecia- 
tion throughout the region. 

A small devaluation would 
do little because China must 
import about $i for every $2 
of exports. So a devaluation 
of 10 per cent gains only 5 
per cent in competitiveness 
but highlights the prospects 


of further depredation. A 
large devaluation would 
directly help competitive- 
ness but. if it triggered 
repercussions (starting with 
a collapse in Hong Kong) 
and competitive devaluation 
everywhere, or higher inter- 
est rates to stem such an 
outcome, it would not help 
create better export opportu- 
nities. China is a big player. 
It cannot pretend not to be 
and get by with undercut- 
ting everybody else. In par- 
ticular, China has a $S0bn 
trade surplus with the DSL 
This is already raising pro- 
tectionist hackles In parts of 
the US. If there were a deval- 
uation, every opportunist in 
Congress would start compli- 
cating key policy objectives, 
such as Chinese entry tofo 
the World Trade Organisa- 
tion. In sum, from the inter- 
national point of view, deval- 
uation is a bad idea. 

So it would be on the 
domestic front. A large 
devaluation would tell every 
fihmgfie that the renminbi 
was not as good as the dol- 
lar. This could quickly lead 
to a black market in dollars 
smA to bank runs, converting 
deposits into cash for 
exchange into dollars. China 
would face the choice of los- 
ing control of a shaky bank- 
ing system under the pres- 
sure of devaluation or 
p ushing ahead with banking 
reform over the next few 
years in the context of 


domestic financial stability 

The Chinese 1 
abhors financial 
They have long memories 
remember that the Ku 
tang lost China when 
allowed extreme inflation, 
the late 1980s, the an 
ties deliberately p 
down growth to fight 
tion and the anw 
in the past two years, 
rial stability is politi 
even more Important 
high growth. 

Still, the export slow 
is a fact China needs to 
with it It can do so 
domestic expansion, rath 
than devaluation. The t 
get deficit is very small, 
is : the domestic public debt 
and inflation. There is abso^ 
lutely no reason not to move 

ahftml with pypangion 

to shore up growth. Such 
spending need not take the 
form of more empty sky- 
scrapers in Shanghai; it 
might just mean dealing 
with the pervasive bottle- 
necks in China’s infrastruc- 
ture. The substantial leeway 
for fiscal expansion offers 
some reassurance for faster 
growth and takes away some 
of the urgency of an Mpw f 
revival 

China's officials are 
tn Tiring' out of both sides of 
their mouth. Threatening 
the prospect or devaluation, 
they have railroaded the US 
into trying to save the yen. 
At the same time they say 
they are committed, to be 
Asia’s leading stable econ- 
omy. China wonid do well to 
commit itself to the current 
exchange rate and hunker 
down for a few years with a 
focus on domestic growth 

and reform. Even if annn«l 

growth were “only” 6 

wmt that abftnld be 

both to raise the standard 
living and deal with ec 
nomic restructuring. 
China gets too dose to deva - 
uatton, what seems like i 
controlled event will beam e 
a catastrophic loss of con- 
trol. leaders shod 3 

get on with the WTO and g t 
off flexing internstiom 1 

financial muscle With tb 5 
devaluation blackmai . 
Devaluation is a loser 1 
game. 

The author is professor of eco) 
nomics and mlernationa 
management at Massachu 
setts Institute of Technology 


Martin Wolf is on holiday ^ 


LETTERS TO THE EDITOR _ 

Disaster for 


WHO’s policies must encourage 
research if goals to be attained 


From Mr Alan F. Habrter. 

Sir. You say in your 
leader, "Backing the WHO” 
(July 21). that the new 
director-general of the World 
Health Organisation, Gro 
Harlem Brimdtland, "hopes 
to persuade governments 
that good healthcare is good 
economics". 

The R&D-based pharma- 
ceutical industry in the US, 
and biomedical innovators 
everywhere, applaud Mrs 
Bnmdtland’s recognition 
that good health care is good 
economics and note, con- 
versely. that good economics 
is good health care as well. 
Her welcome reception of 
this fact is key to your 
advice to her to "end the 
mutual distrust, that has 
plagued relations between 
business and the WHO". 

Last spring, the WHO con- 
sidered a resolution suggest- 
ing that intellectual pro perty 
protection for medicines was 


at odds with the goal of 
greater public health. This 
false premise was ultimately 
defeated. 

Yesterday’s protection of 
intellectual property has 
resulted in an' abundance of 
new medicines today and 
strong Intellectual property 
protection today is essential 
to promote investment in 
biomedical innovation for 
the creation of new medi- 
cines tomorrow. 

These new cbrugs and vac- 
cines prevent, cure and bet- 
ter treat the diseases that 
shorten life, cause suffering 
and pose economic hardship 
to countries an over the 
world. Moreover, when 
patents expire, these medi- 
cines become freely avail- 
able far generic companies 
to copy. 

In addition to being cost 
effective, many innovative 
medicines reduce overall 
health-care costs by keeping 


pa tie nts on the Job and in 
the home, out of the hospital 
and off the surgery table. 

In order for Mrs Brund- 

tland to achieve her laudable 

goals, such as reducing the 
incidence of malaria, the 
WHO will need to endorse 
policies, including strong 
intellectual property protec- 
tion, that encourage 
research- Without this 
research today, 'the .treat- 
ment she seeks for tomorrow 
will remain beyond our 

group. The pharmaceutical 
industry, looks forward to 
working closely with Mrs 
Brondtland and her team at 
the WHO. 

Alan F.Hobner. 
president. 

Pharmaceutical Research 
and Manufacturers of 
America, 

1100 Fifteenth Street, NW, 
Washington. DC 20005. 

OS 


Conviviality not central to this occasion 


Ms Christine Durban. 

Sir, Even the most enlight- 
ened European fails back oh 
national stereotypes on occa- 
sion, which makes your jour- 
naiitf n mistranslation of a 
comment by Jean -Claude 
Trichet, the governor of the 
Bank of France, understand- 
able rochet urges ‘conviv- 
ial’ financial system", 
August 3]., 


According to your article, 
Mr Trichet called for an 
"open and convivial pan- 
European organisation” in 
an interview with French 
weekly, Le Journal da 
Dixn&nche. Unfortunately, 
the cammnal(e)/convivial 
caique Is a faux ami in this 
particular context: the gover- 
nor was not appealing for a 
financial system built on 


fpacting , drinking and good 
company but. rather, a user- 
friendly or accessible struc- 
ture. 

More’s the pity, perhaps, 
for bons vivants an financial 
markets Europewide. 

Christine Durban, 

70 Rue da Rome, 

75008 Paris. 

France 


agriculture 

Fmm Mr Richard • 
Macdonald,' . 

Sir. LOn behalf, of the 
National Farmers Union, 
may I give my whoteheerted 
support to the E n gineering 
Employers Federation and 

other manufacturing trade 
associations In the^ cafl for 

tower Interest ret« r <Utters, 
August 4). 

The a^ulttu^ todimry. 
too, has been bad^bit. by 
the over strong pound. In 
1997 farm Income* were 
almost cut to >al* arid the’ 
pr ospec ts for tl jfo year are 
little short of disastrous. 

An NFU survey of- bus!-, 
ness leaders from agricul- 
ture and allied- industries, 
carried out eariter tbJs year, 
revealed that their confi- 
dence is at its lowest fr* liv- 
ing memory. The cottepae to 
form Income and Invest- 
ment is having a devastating 
effect on the rural economy. 

Agriculture is the tradi- 
tional and, sometimes only 
viable, industry for many 
rural communities across 
the UK. To secure tfreii- posi- 
tion we, too, urge the Mone- 
tary Policy Committee of the 
Bank of England not to 
increase interest rates and to 
signal their nbxt nfove will 
be downward. 

Richard Macdonald. . 
director general. 

National Fanners’ Union, 
Agriculture House, 

164 Shaftesbury Avenue, 
London WC2H 8HL, UK 


Euphoria a r emin der of hard lessons of property market 


From Mr Michael 
CDoudmg. 

Sir, Norma Cohen’s article, 
"The return of aggressive 
lenders”, July 23) is a timely 
r emin der of the sometimes 
blind love for property, fos- 
tered by many investors »nfl 
the cyclical euphoria of com- 
mercial property lenders. 
The memory of the property 
rout in the early 19909 has. 


for many, been forgotten in 
the current bull run. This is 
due largely to a new wave of 
young eager lenders without 
the memory, and to survi- 
vors eagerly embracing prop- 
erty's return to. favour. 

For many of the survivors 
the intervening years have 
been passed away adminis- 
tering, managing and exiting 
defaulted property loans. 


Most now have tall and true 
tales of loans exited too 
early by the sale of a prop- 
erty. with much evidence of 
this provided by current sale 
prices and the rewards being 
reaped by the smart few. Far 
landers the result is a closed 
system which seems to indi- 
cate "we have learnt from 
our mistakes", but they have 
not and are being driven 


towards the same mistakes. 
A useful adage of the com- 
mercial property industry: 
"As the institutions (banks 
and investors} pile in, sell; 
and vice-versa." • 

Michael C. Dowling, 

24 Rocher Avenue, . 
Hunters BH1 2110, 

Sydney, NSW, . 

Australia ‘ 
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Post-communist report card 

With the drama surrounding the break-up of the Soviet Union over, it is the diversity of 
. economic performance in the region that is striking, says Anders Aslund 
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A fter eight years. 

the process of 
post-communist 
transformation is 
largely complete. The rate of 
change in these economies is 
slowing and it is time to take 
stock of what the 21 coun- 
tries in the former Soviet 
Union and its former satel- 
lites in east and central 
Europe have achieved. 

What is most striking is 
the diversity of their perfor- 
mance (see chart). Economic 
achievement ranges from 
boom in Georgia to precipi- 
tous slump in Bulgaria. Cen- 
tral Europe has largely been 
transformed into . west 
European-style social wel- 
fare states, with overly high 
taxes and social transfers, 
but a functioning state. The 
former Soviet Union, an the 
other hand, is economically 
more reminiscent of Latin 
America, with substantial 
poverty, large income differ- 
entials and a weak state that 
is both corru pt and in the 
habit of arbitrary intervei- 
tion. 

Most <g the region has, at 
long last, begun to achieve 
economic growth but the 
average is still low. Success- 
fill reforming- countries in 
other regions, such as Chile. 
Argentina: and Ir eland , have 
achieved a steady growth of 
7 per cent a year. Last year, 
only four new market econo- 
mies matched that standard: 
Poland (7 per cent), Estonia 
GO per cent), Kyrgyzstan no 
per cent) and Georgia (10 par 
cent). What is encouraging is 
that high growth rates to 
these countries appear to be 
sustainable. 

As this disparate group 
shows, it is no longer true 
that the closer a post- - 
communist, country is to 
western Europe, the better 
off it is. These countries 
stand out as the most radical 
reformers in their respective 
sub-regions. Estonia, Kyrgyz- . 
start and Georgia have all 
undertaken fundamental 
reforms of their state admin- - 
istratidns as well as radical . 
tax reforms. Kyrgyzstan and , 
Georgia" have the lowest . 
taxes in the former Soviet, 
bloc. To achieve growth, 
radical reform appears to be 
vital. 

..A second group, compris- 
ing seven countries, has 
made the transition to a 
growing market economy 
but the growth rate is . 
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between only 3 and 6 per 
cent. This, group' .contains 
the other countries in cen- 
tral . Europe . (the Czech 
Republic, Slovakia and Hun- 
gary), in the Baltics (Latvia 
and Lithuania} and to the 
Caucasus (Armenia and 
Azerbaijan)- All these coun- 
tries have undertaken sub- 
stantial reform but they 
might have done mom Their 
second-best results underline 
how important it is to go the 
distance. They need to cut 
public expenditure! and 
taxes, reform their bureau- 
crades and further deregu- 
late tbetfr economies. 

The picture Is quite differ- 
ent te a third group contain- 
ing four post-Soviet coun- 
tries .that continued to 
stagnate in 1997: Russia, 
Kazakhstan, Moldova and 
Ukraine. While, the first 
three reported; low growth 
last .year, .Ukraine's gross 
domestic product fell 3 per 
cent," the seventh consecu- 
tive year of decline. Still, all 
tiujse .countries; as well as 
those, above, have got tafla- 
tion ortder control. It was 


only 10 per cent in Ukraine 
and li per cent In Russia 
last year. 

The main reason things 
have gone wrong Is the pau- 
city of enterprises, to Russia, 
there’ is one legally regis- 
tered company per 55 people, 
te Ukraine only one to 80. 
That compares with one to 
10 in Poland, Hungary, or in 
the west. The f undamen tal 
problem Is an arbitrary tax 
system, which discriminates 
against small and honest 
businessmen. The arbitrari- 
ness of the state is aggra- 
vated by dozens of state bod- 
ies engaged to discretionary 
licencing, inspections and 
certifications. Without a fun- 
damental reform of the state, 
little growth is likely. 

It is in these stagnant 
countries that communist 
parties remain large and 
unreformed, to elections in 
Moldova and Ukraine In. 
March, the old communist 
parties got 30 and 25 per cent • 
respectively. Only through 
further reform will the com- 
munist parties begin to dis- 
integrate (as in the Baltics)- 


or turn social democratic (as 
in Poland and Hungary). 

Last year, Romania and 
Bulgaria also saw a foil te 
output The immediate cause 
was serious economic desta- 
bilisation; the underlying 
reason was that former Com- 
munists r emai ned to power 
in both countries for a long 
time, regulating the econo- 
mies heavily to the benefit of 
their cronies. Fortunately, 
democracy was maintained 
and the old communist par- 
ties saw their vote foil by 
half to both countries to 
elections in. 1966 and 1997. 
Bulgaria is now firmly set on 
a serious reform course, 
while Romania, though hesi- 
tant, has at long last begun 
to reform. 

. Not ail post-Soviet coun- 
tries have become market 
economies.' Four stand out 
as exceptions; Belarus and 
Uzbekistan'. - Turkmenistan 
and Tajikistan. Belarus and 
Uzbekistan had high growth 
figures last year (10 and 5 
per cent respectively). To the 
extent these figures mean 
anything at all, they signal 
that unwanted production 
continues. Turkmenistan is 
a basket case because of the 
rule of an erratic dictator 
and Tajikistan because of 
impending civil war. These 
countries had inflation of 40 
per cent or more last year. 

In the future, a couple of 
countries may go Into tail- 
spin because of economic 
destabilisation, as Bulgaria 
and Romania did in 1996. 
The most obvious candidate 
is Belarus, which has effec- 
tively reimposed a planned 
economy. Ukraine, which 
has never deregulated suffi- 
' ciently and which is always 
on the edge of, default, is 
.another candidate. ■ 

But, in general, the drama 
or transition is over. By and 
forge, capitalism has been 
built. Unfortunately; it Is 
more of . the .crony than the 
dynamic variety. It is to be 
hoped that the few economic 
stars can maintain their ped- 
igree and that the slower 
starters will increase their 
growth thanks tb further 
reforms. But it must be 
remembered that, from now 
on, reform is likelv to be 
Incremental rather than 
revolutionary. 

The author is a senior associ- 
ate at tiie Carnegie Endow- 
ment for International Peace 
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Mr Schroder 
goes to DC 




Can GM fight back? 


I thps not beeft a good 10 
dags gear Jack- Snath, chair- 
man of General Motors. Bat 
foeo tt has not .been a good 
quarter century for Ids company 


Haig Simonian and Nikld Tait look at the shake-up at 
General Motor’s parts division and marketing system and 
ask whether this will be enough 
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The relationship between Bonn 
and Washington is stm the most 
important bilateral tie in the 
Atlantic alliance. So today's visit 
to Washington by Gerhard Schny 
(ter is an opportunity for th» ™^p 
tipped by the opinion polls to 
become Germany’s next chancel' 
lor to start defining his policies 
be&re the September 27 aWHrm 
So f*Tr the Social Democrat 
(SPD) challenger to conservative 
Chancellor Helmut Kohl has iml' 
taied the successful campaign 
tacti cs of his host. Bill Clinton, 
and remained as ambiguous as 
possible, especially in domestic 
policy. This pragmatism, or 
opportunism. is frustrating for 
foreign observers and German 
voters, though it has a Wfa fa 
the coalition nature of German 
politics and the SPD’s inevitable 
uncertainty about future aTH»g 
Mr SchnBder promises the out- 
side world ■‘continuity'’ in Ger- 
man foreign policy and economic 
stability. This appears to be more 
than recognition of Germany's 
commitments to Nato and the 
European Union. It Is Tntyn d wl to 
reassure the US and other gov- 
ernments that if the Cfreeus were 
to enter the federal governme nt 
for the first trma as members in a 
SchnBder cabinet, Ger man pohey 
would not lurch shandy to the 
left or towards pacificism. 

On the eve of his Washington 
trip, Mr SchrBder also promised 
that he would not try to tom the 
EU into a Christian club to 
exclude Turkey. This will be 


welcome in Washington which is 
anxious to anchor Turkey into 
the West but which sees the 
Christian Democrat Xrfi> gpve rn- 
ment as hostile to- Turkey's EU 
membership. Less welcome win 
be his preference that eastward 
enlargHnent of the EU involve a 
long delay to the free influx of 
eastern labour. 

If there Is one area in which 
the US loots to Gennady to lead 
Europe it Is in the economic field. 
Those Americans opposed to. or 
made nervous by, the advent of 
the euro. next Ja nu ar y will no 
longs- find an ally to Mr Schro- 
der. who was mice sceptical 
about the stogie currency. With 
the- decision to adopt the euro 
taken, he says be is focused only 
on wwMng it a su cce ss. Unlike 
French politicians, he can be 
counted car not to justify the euro 
in . terms of toppling the dollar 
from its world perch. 

Less sure Is whether Mr Schra- 
der can allay doubts In the US 
and elsewhere about German 
compe titive ness. Par from provid- 
ing clarity, Mr Schroder has kept 
his options wide open, giving eco- 
nomic portfolios to people of dia- 
metrically (afferent views. His 
“alliance for jobs" involving gov- 
ernment, industry and the 
is a process, not a policy. 

Mr Scbrfiderwfll enjoy playing 
the statesman to Washington 
today. But his Interlocutors, like 
the German electorate, will have 
to wait for the deads of ambigu- 
ity surrounding him to lift. 
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American congressmen get few 
chances to be heroes. This week's 
effort to reform political fund 
raising Is a precious opportunity. 
To the surprise of many - not 
least speaker Newt Gingrich - 
enough Republicans joined House 
Democrats to approve campaign 
finance legislation on Monday. If 
this coalition is sustained, if win 
signal that the House stands 
ready to dean up jts act - - ■ * 

Calls .for' campaign finance 
reform, a staple of Washington 
politics for a d e cad e, were given 
new hfe by allegations of shady 
fundraising during the last'eteo 
tion. But the biggest scandal lies 
not to foreign donations, White 
House coffee mornings, or the. 
attorney-general's - refusal to 
appoint a special prosecutor. It is 
that both the main parties have 
ignored the spirit, rather than 
the letter of the law. This is why 
the law should l>e changed. 

Corporate and onion contribu- 
tions to candidates are illegal. 
Strict limits are also imposed on 
donations by individuals. How- 
ever. fundraising committees get 
around these rules by soliciting 
contributions for the party rather 
tb«n individual candidates. Presi- 
dential and congressional candi- 
dates spent around $2bn to 1996. 
However, the parties spent more 
than $200bn of so-called “soft 
money” car their, behalf. 

The House. bi^.spaaEKired l^r 
Republican congressman Christo- 
pher Shays arid Democrat Martin 


Meehan, seeks to end this abuse. 
It would also impose limits oa 
advertising by single-issue advo- 
cacy groups. In the lace of Repub- 
lican leadership opposition and 
umpteen ■ wrecking nwwwnwnte , 
237 congressmen - among them 
51 Republicans - voted far 
reform. - 

However, the fight is not- yet 
won. Those Republicans who 
-defied -‘Mx^Gtognah- once- this 
week must do so to defeat 
watered-down substitute bills. 
Even then, speedy progress is 
unlikely to the Senate. Although 
a majority - of senators supports 
y d jffl^ lhnjlqr legislation M l foul 
of Bepifollcan-ted ffKmster ear- 
lier th,is year. Tienl .Lott, the 
majority: ^leader, - says he will 
i^g^ 'Hpci retbr^ Legal chsft- 
tenges, that OTtong srft manor 
would tofito^ fost ' amendment 
privileges, are also likely. 

A- more 7 radical -and rational 
aj^roarii woold be to limit the 
dezmtod for: foods, as weffl as the 
supply of c outi : I b nti (ms. A huge 
amount of oampaJ^n money is 
poured into television advertis- 
ing. Federally mandated free tele- 
vision thus tor serious political 
parties would reduce the cost at 
r unning for irfH« and so tame 
the desperate chase far cash. 

Such reform Is clearly a long 
way off. But, if it confirms a will- 
ingness to control the grosser J 
abuses of party fundraising; the i 
.House will this week have made ! 
a promising start. I 


Last week, GM finally settled 
two strikes at modal US plants 
which had eroded production to 
North America - but without 
fully convincing Investors fts 
deal with the United Auto Work- 
ers anion merited .ti»-$S^Kdus 
losses suffered to the course of 
the stoppages. 

GM fs at a crossroads. The 
mart expensive labour dispute 
for two decades, fogowed by the 
outlfam of wide-ranging restruct- 
uring plans, las left Wall Street 
struggling to work out how the 
world's biggest car company 
intends to reverse decades of rel- 
ative decline. It nrast speQ out 
how it intends to compete not 
only with Japanese car trans- 
ptents tort also With Ford aT*d 
Chrysler, its smaller but more 
profitable local rivals. 

This week, after its first board 
meeting since foe settlement, GM 
announced pta&.to spin off Its 
Delphi parts business and to 
shake up Us ossified marketing 
operations In a drastic atte m pt to 
Improve productivity, reduce 
costs and Increase sales. 

All three are priorities if GM te 
to reverse its long-term stole In 
US market share, from a historic 
high of 50.7 per cent to 1962, sates 
of foe group's seven brands have 
fallen to about 30 per cent of the 
US market. Some analysts 
believe the share Is actually 
below that level if one excludes 

nm drrttny yimiuMwi 

Of has become more efficient 
at making care, but not as much 
as its rivals. On most productiv- 
ity measures, the company still 
kwes out to both its US competi- 
tors - especially Ford. - as well 
as to the largely non-onionised 
Japanese tran splan ts in foe UJL 

According to the latest Har- 
bour report, probably the most 
detailed of production analyses, 
the estimated labour cost per 
vehicle (for assembly, metal 
stamping and p o wertra in assem- 
bly) averaged $2,493 at Ford last 
year. At GM, the figure was 
Rooa 

It took GM 30.32 employee 
hours to make a vehicle, com- 
pared with 22J56 al Ford. The Jap- 
anese all came to below 25 hours. 
And at Nissan's Sinym a plant to 
; Tennessee,, the figure was just 
1&55 hours, - 

True, these data are not strictly 
comparable since they are 
affected by the particular mix of 
vehicles each company produces.' 
GM can also point to fitirly signff 
4cant 'productivity improvements*' 
over the. past five years. Nev&- - 
theless, the difference between 
GM and Nissan’s plant is stri- 
king. to an industry where every- 
one is racing to become more effi- 
cient. analysts reckon GM. still 
needs to shed more than SS^XXK 
employees to read] Ford’s cur- 

I n Tts home market, GM to 
regarded as a bft of a dad. 
Outride foe US, however, its 
factories are role models - not of 
made-fa-CSA innovation but of 
how to put Japanese-inspired 

“lean manufac t ur in g 1 * tech- 
niques Into prac tic e. 

GM*s snnxtor has been Toyota, 
widely recognised as foe world’s 
most efficient carmaker. Xu the 
eariy 1960s, the two companies 
created a joint v e nture at a for- 
mer GM plant to California. The 
result, called NUMMI, taught GM 
how to bufld vehicles more effi- 
ciently; GM has recently been 
exporting the lessons learnt 
there around the world. 

The first application came at 
Risen aril, a plant opened to 1992 



rent standards, and perhaps more 
than 50,000 to match the best of 
the Japanese. 

Productivity improvements 
apart, sales and marketing is 
GSTs big challenge. Alfred Sloan, 
who created GM in Its p r esent 
form in the 1930s, 
did so by developing a range of 
brands so as to have “a car for 
every puree and purpose". But in 
recent years, this famous strat- 
egy had diggSnerated into a scrap 
between rival GM hrands as the 
powerful barons running the 
company’s different marques con- 
centrated more, on competing 
with each other than developing 
a coherent group strategy to 
tackle Ford, Chrysler or the 
imparts. 


The moves announced this 
week represent Mr Smith's most 
significant efforts so far to solve 
these chronic problems. 

Spinning off Delphi is a big 
step in “de-vertical ising" the 
highly-integrated car company's 
structure. Unlike Ford and 
Chrysler, GM has traditionally 
made most of its components 
itself, rather than sub- 
contracting to cheaper suppliers. 
Spinning off Delphi - a division 
with sales of $31 bn and 200,000 
employees - should accelerate 
the parts subsidiary’s attempts to 
drive down costs and expand 
non-GM business. 

Yesterday, GM followed up 
with a broader marketing 
sbake-up. This will see foe 


establishment of a much more 
concerted sales effort across four 
or its main vehicle divisions*. 
Chevrolet, Pontiac, Buick and 
Oldsmobile. 

The marketing move should 
accelerate the process begun 31, 
years ago with the arrival of Ron 
Zarrella as GM's new North 
America marketing chief. Mr Zar- 
rella made his name at Bausch & 
Lomb. the eye-care group known 
for its marketing savvy. Since 
swapping sun glasses for spark 
plugs, he has tried to give GM's 
overlapping vehicle divisions 
clearer brand identities while 
eliminating foe interna] rivalries 
that distracted them from the 
real competition. 

The marketing moves may 


An innovator abroad 


by OTs (tori subsidiary in the 
former east Germany. At Eisen- 
ach, GM tore up its established 
working practices in favour of 
something more Toyotan. 
Among foe most important new 
techniques was a standard “oper- 
ating system” in which every 
task is codified and workers dril- 
led to foe most efficient way to 
accomplish it While each task is 
strictly defined, there is great 
flexibility about who performs 
them and what responsibility 
they have. 

Eisenach’s lessons are being 
replicated and refined in four 


newer plants in Argentina, 
Poland, Thailand and China. The 
first, at Rosario in Argentina, 
opened late last year. The sec- 
ond, at Gliwice to Poland, has 
started pilot production. Shang- 
hai should open next year, while 
completion of foe fourth unit 
near Bangkok, has been post- 
poned for obvious Asian reasons. 

The factories share many fea- 
tures with Eisenach, including a 
standard layout and an emphasis 
on flexibility. Team working, 
just-in-time deliveries and stan- 
dard operating systems apply 
throughout 


The factories are not GM’s last 
word. Inspired in part by Jos5 
Ignado L6pez. GM’s former pur- 
chasing boss, the company is 
building an even more revolu- 
tionary plant to southern Brazil. 
Codenamed “Blue Macaw", the 
project is believed to be based on 
outsourcing much more work to 
suppliers. Details of “Blue 
Macaw" remain sketchy, bnt foe 
plant ts expected to make a 
stripped down version of GM's 
small Corsa car. Suppliers 
will be required to deliver 
whole chunks of the car 
tsub-assemblies) rather 
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Ten years after, the . bloody 
suppression of the democracy 
movement in Burma, .its people’s 
plight is as desperate as ever. 
Political rights remain denied, -, 
evidence, of human rights .abuse . 
abounds, the economy is to tat- 
ters and the self-styled State 
Peace aw* Development Council, 
which is responsible for foe trou- 
ble, clings ruthlessly to power. 

ft must be obvious to all but 
the most blinkered observer that- 
Burma would be better off t mda* 
a different system. The military 
dictatorship can. claim to have 
ftnp pgpd unity cm a country 
by conflict among ethnic ndnori- 
ties, but the price has been eco- 
nomic ruin, international isola- 
tion and a complete failure of 

devdQpxnent ■ ■ 

Mra* harder is the quesfom ol 
what the International .commu- 
nity should do to spur a transi- 
tion. Sanctions have not worked 
and can never be watertight so 
never wilL Nor has the. construc- 
tive, engag^nent offered by Bur- 
ma’s south east Asian n e i ghb oars 
achieved touch. After all . tins .. 
Hnw i flip sad conclusion must be . 
that the only solution te Kkely to , 
come from wtthinrand that it is 
likriy to be.messy. - : " - 

At some point. Aung San Sun 
15#, the opposition leader whose 
National League for Democracy 
won the last’ election to 1990. 
must decide whether to give op 

orforce foe issue, tolth tte ndgj 

of the aimed forces on tbeotoer, 
aide, the odfo are stacked against . 


her, -especially since her own 
political organisation has been 
worn dovm by yearn of repres- 
sion. All she. has is her moral 
authority and the hope that, 
given her poimlar support, lower 
ranking officers might refuse to 
shoot to any new crackdown. . 

: Thntog fc. everything. ThB pros- 
pects for ctmfrontaiion seero to 
be growing with her call for the 
Parliament elected ; ixi 1990 to 
meet to sessicai on August SSL and 
her forays to her now famous 
white This is a hazardous . 
course which could easily back- 
fire. For the jimta the fear is foat 
she could socceed to establishing 
some form of parallel govern- 
ment wtildh would immediately 
win totematiflnal recognition. 

Yet the SPDChas touch to lose 
from playing tough. Given foe 
extreme weakness of the econ- 
omy and Its lack of popular .sup- 
port, It could split in a crisis, 
creating an opening far realnego- 
tiation about the country's : 
fixture. 

Zt would be' difficult far the 
-international community to 
standVby while such a course 
unfolded; ; It .-can,; tout should, 
stand fins, to support oT democ- 
racy and affte'mediation atewtry 
•tarn but Kspffltence has shown 
- that foe outside, weald 'has 
frnxpart on R nrrna. There’ .is no 
guarantee , that an integmi-soht-. 
t^Wffl-wririL^be pocirtry^mil. 

lifadarc - nwild; Imn w.-fn Hair 
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Ralphy takes 
another potshot 

Has Ralphy fioaHy puHed the 
trigger? 

Yesterday, Ralph Acarrtpora, 
Prudential Securifies* cfirector of 
technical research - Ralphy to 
his army of private tnvestor 
devotees -'announced that he 
expected the Dow to fall 15-20 
percent “from fts highs". This 

“irrtBmjption in the bufl market" 
.would go on isd9. autumn. 

Aeampora has been taBmg tor 
months about ‘puffing the 
trigger” - declaring that foe buH 
market is over and urging the — 

Prvdential’s'rQflfionsof customers 

to switch out of stocks. 

Acanporaadrite to haying, 
been a ’“raging bust for years. In 
June 1995, he«W the Dow, 
then around 4,500, was on Hs 
way to 7,000. tt got there in 
February 1 997 but since then Ks . 
predictions have been harder to 
follow. 

to November, with the Dow al 
about 7,850, he was forecasting 
that It vpotAl hit 10,000 by June 
before a painful correction of up 
to .25 per cent A month later, he 
forecast a range of 5,3008.600 
was possible, buteelling in the 
second half of .the.ywr could pufl 
ft as low as 6.0006300. It woiW 
raBy, and hft 10,000 In 1999. . 

. By March', a more pheerfld - . 
Acwnpoca tipped foe Dow to : 
10/300 by June or Jdyi to June, 
he favoured the 8,700: level, but 
stffi expected 10,000 by . 


year-end. Yesterday the Dow 
was wobbling, partly in response 
to Acampora's new thoughts. 

By the law of averages, his 
bullet has to hit the mark some 
time. 

Beach bogey 

The nffifions of US doUars Russia 
received through the Internationa] 
Monetary Fund last month 
doesn't mean an the old cold war 
tensions have gone. 

Russian nationalists and 
communtste yesterday showed 
they still got a lock out of 
demonstrating against Unde 
Sam, giving a frosty reception to 

the USS Germantown as she 

arrived for Joint manoeuvres wtth 
the Russians at the Pacific port 
of Vladivostok 
Local sensitivities wont stop 
the exercise, but they did force 
one of Its grand showpieces - an 
amphibious US landing - to be 
moved 100km from the city. The 
last American landing at 
Vladivostok was in August igig, 
when Uncle Sam decided to 
meddle In Russia’s internal 
revolutionary affairs. US marines 
can now - with permission - 
storm up the beaches of Mother 
Russia to plant the Stare and 
Stripes. As tong as they don't do 
ftinpubtiff 

In the pink 

The last two International Gay 
Games - hi Vancouver in 1990 
arid New York four yeare ago - 


lost loads of money. Amsterdam, 
which is hosting the current 
festivities, isn't about to be 
upstaged and looks like heading 
Into the red to the tuie of Sim. 

Eighteen months ago, the Gay 
Games foundation hated new 
director Marc Janssens as a 
financial Wundetldnd who had 
earned miBons running a 
software business. 

But the facade has crumbled: it 
traiapked that Janssens owed 
lots of money to ABN Amro and 
foe tax authorities. A closer look 
at the Gay Games accounts 
found cost overruns that monthly 
audits try KPMG hadn't spotted. 

Now, with the games wall 
under way. the organisers are 
passing the hat round foe 
sponsors, Hke KLM, Absolut 
Vodka. Durex, Kodak, and Levi 
Strauss. The city oounca has 
promised to underwrite the event 
and KLM is coming up with 
soma extra guiJders. 

The biggest losers may be the 
event's 3,000 volunteers, who 
must now pay for their own 
coffee. No-one’s saying how 
much that will save. 

Soft sell 

Britain's trade unions long ago 
lost the ideological battle against 
privatisation: now they seem to 
be going around telling their 
international brothers not to 
bother fighting. 

One of the UK's exports these 
days is privatisation expertise, 
spearheaded by experts based in 


foreign embassies - like 
ex-Coopers & Ly brand wallah 
Rolf Soderstrom in Bangkok. The 
latest session at Her Majesty’s 
outpost in Thailand involved Sir 
Gavin Laird, grizzled veteran of 
hundreds of battles when he ted 
the UK's main engineering union 
in the 1980s. 

The union opposed many of 
the UK's privatisations m the 
1980s, though it's fair to say that 
Laird himself was a fully paid-up 
member of the pragmatic wing of 
Britain's union movement 

Sitting beside Gerry Grimstone, 
one of the top dogs al 
Schroders, Laird told a dozen of 
Thailand's top pubbe sector 
union leaders not to waste time 
opposing privatisation parse but 
to concentrate on getting foe 
best deal for the workers in 
redundancy payments, pensions, 
training, and share ownership. 

How it aU went down with the 
union bosses is anyone's guess: 
their foot-dragging on 
privatisation has been one factor 
in foe snarl's pace of state 
sell-offs in Thailand. 


Shop front 


In 1989, American Stores founder 
Samuel Skaggs lent Joe 
Albertson the money to buy his 
first grocery store. 

Now Idaho-based Albertson's 
is buying American Stores to 
create foe largest food store 
chain in the US. Who said that 
what goes around comes 
around? 


later be linked to the eltainattoo 
of some slow-selling models to 
cut costs. Ford took a simitar 
step early last year, with the 
elimination at five models in a 
irm w criticised by tradltlonaUsts 

but now seen as useful pruning. 

Both the Delphi and the mar- 
keting moves have been wel- 
comed by analysts as good house- 
keeping. Few dispute they are 
necessary- But foe real issues are 
whether such measures in them- 
selves wlU be enough to tackle 
GM*s problems, and whether the 
group can overcome Its historical 
productivity fallings without trig- 
gering another debilitating con- 
flict with the unions. 

The Delphi move had been 
rumoured for so long it has been 

discounted almost into oblivion. 
The fact it involved only a partial 
float of foe parts company at foe 
outset has also been criticised as 
unduly cautious, although most 
observers admit GM probably 
had little chuhv but to trot foe 
waters with a small initial 
tranche of sharps: 15-2U per cent 
of the company will be floated 
early next year, with the rest to 
' be floated later. 

Shaking up the marketing 
approach Is a bolder step, espe- 
cially if it is accompanied by the 
pluislng-out uf slower-selling 
models. But some industry 
observers an- already question- 
ing whether the group should tint 
haw opted for a more dramatic 
realignment, including, possibly, 
foe airing of complete brands, 
such as Buick and OlrismtibUr, 
the wiukest uf GM's divisions. 

In short, the big questions are 
not so much about directum of 
change as ahuut how fast and 
how far and the managers are 
able to go. 

It will depend crucLiIly on 
labour relations, which remain 
unscUtal despite the ending of 
the biggest strike in years. Those 
details of the deal that have 
emerged have dealt mainly with 
local issues, such as commit- 
ments to higher productivity by- 
workers at foe Flint body parts 
plant and to extra local invest- 
ment by GM. 

But the main questions - such 
ns GM's plans for downsizing its 
US workforce or for investing in 
the domestic market ~ are still a 
matter far conjecture. 

Yet they remain critical. GM's 
national agreement with the 
UAW expires in September next 
year and such issues will have to 
be addressed if the group Is to 
close the productivity gap on its 
domestic rivals. "TTie next 12 
months is very important" says 
Tom Evans, head of Tenneco 
Automotive, one of the biggest 
US parts suppliers, in determin- 
ing foe outcome of foe national 
agreement 

This week's moves by GM's 
board members confirm they are 
aware of what has to be achieved 
- but not necessarily that 
they yet know how to get 
there. 

than individual parts. 

While such Innovation has 
been much easier to achieve at 
greenfield sites not saddled with 
established onion agreements, 
CM has also innovated at exist- 
ing European plants. At Opel in 
Germany and VauxhaU in the 
UK. tt has nsed the implicit 
threat of closure because of 
chronic overcapacity to Imple- 
ment innovative working prac- 
tices and multi-year pay deals. 
These have been rewarded by 
commitments to substantial new 
investment Now all K needs to 
do is bring that sort of 
achievement back home. 

Haig Simonian 


100 years ago 

Ranch Strike Threat 
A general strike of railway 
employees throughout Franca 
is threatened. The officiate of 
the men recently decided to 
make a final effort to settle 
their differences with foe 
various railway companies, 
and to appeal to foe trades 
unions throughout the country 
to make common cause with 
them. The directors of the 
railway companies have 
replied to the men's officiate 
that each company is wifling 
to treat directly with its own 
employees. But they refuse to 
recognise any committee or 
syndicate because they 
consider railway men are not 
permitted lo form themselves 
into unions on the grounds 
that they are reafly soldiers, aR 
of the railways in France 
having been mHltarised. 

50 years ago 

Bauxite kfintog In Africa 
Montreal, August 4. Plans for a 
large-scale bauxite mining 
operation in French West 
Africa involving initial capital 
expenditures equivalent to 
$6,500,000 are announced by 
Aluminium Ud. Engineering 
and construction staffs wfll 
leave Canada in a few months 
to commence work on baustita 
crushing and drying plant. 
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Carnival prices 


Telefonica strong-armed its allies into 
overpaying in Brazil's Tdebr&s privatisa- 
tion? The Spanish group's bids were very 
aggressive so it is unsurprising that some 
of its c&nsorttum partners may not have 
the stomach for the high prices. But for 
the bids for both Telesp - the prized SSo 
Paolo franchise - g M TSCP - a oeHnfar 
franchise — Telefonica the mandate to 
Ud what it thought necessary to win the 
auction. If other members, such as NTT or 
Itochu, do not feel like coughing up, they 
can leave the consortium or take a 
smaller stake. 

If no-one pops up to replace them, Tele- 
fonica win relieve them of their interests. 
What Is an extra 9160m when Telef6nica's 
total Brazilian adventure is likely to cost 
some $5bn? At worst, Teleffinica might 
have to spend another 9300m to buy out 
another disgruntled partner, Bede Brasil 
SuL Alternatively, the asset might be 
swapped In further horse-trading. 

Either way. Telefonica still looks the 
winner, despite minor dilution to its 
earnings. With Brazil to add to its 
interests, the company now delivers by 
far Hip largest rhunic of American 
call traffic to the rest of the world. This 
puts it in a powerful negotiating position 
with operators on the other end of the 
line. 

Italian banks 

Italy has set off on its summer holidays, 
but the rumour »«ni is stSl fttvn-mfrig The 
latest story is that Banca di Roma, one of 
the co unt r y 's largest banks, is again, try- 
ing to get into bed with Banca Commer- 
dale Italians, another of them. And 
though BCI has little desire to consum- 
mate the relationship, the Italian estab- 
lishment - In the fo r m of the Banlt of 
Italy (the central bank) and Mediobanca 
(the once all -powerful mer chant hank) - 
is trying to twist its arm. 

One puzzle is why the Bank of Italy is 
so keen an a merger. The answer, accord- 
ing to the gossip, is that it wants BCTs 
reserves to shore up Banca dl Homa’a 
balance sheet The oddity is that die stock 
market does not seem too worried about 
the Rome bank’s bad debts. i nd**d, wince 
it was privatised last November, its 
shares have risen almost threefold. If the 
Bank of Italy knows something the mar- 
ket does not. It should say so. 
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Then again, even if Banca di Roma 
could do with an iQjectzan of capital, 
why expect BCI to provide the funds? The 
more straightforward approach would be 
to raise equity from its own share- 
holders. 

Mediobanca's in vol v ement in the whole 
affair ^ niofi curioos. The merchant hank 
Is hardly a dispassionate observer; Ha-nra 
di Roma and BCI are two of its biggest 
shareholders and it is anxious that these 

atrtkgg do not fell In fo lmfrtowBy hanrig. 

But If Mediobanca is so keen to keep the 
relationship with Banca di Roma, why not 
merge with it itself rather than foisting it 
on BCJ? Mediobanca’s own overcapitalised 
balance Aset would certainly shore up 
Banna di Roma's. 

Often in Italy power games can take 
precedence over business logic. But if BCI 
stands its ground, it is hard to see what 
Banca di Roma can do. A hostile bid 
would be tricky since it lacks cash. Alter- 
natively, BCI could seek a white knight 
from another European country. The 

Bank of Italy -wri ght TwrfT anri puff, hot it 

would be har&pressed to block it 

British Petroleum 

In tfo ips like these it can be no surprise 
♦hat British Petroleum is stumbling. A 29 
per cent Call in second quarter replace- 
ment cost profits shows the extent to 
which the weak ofl. price is denting profit- 
ability. However, with 9150m costs 
extracted during the first hah; the coun- 
tervafllng drive to cut fei Is far from flag- 
ging. The long-term target of raising 


underlying annual profits by 92bn to at 
feast 96bn by 3003 is not In jeopardy. And 
BP’S 12 per cent return on capital 
employed remains respectable compared 
with its ftitamarinTMi peers. 

StflL it is hard to see where relief will 
came from in the hear term. It will take 
time for ofi stocks 1 to unwind foQowtog 
the latest Opec production agreement, 
meaning subdued prices for a while yet. 
BP’s high-cost Alaskan fields would be 
vulnerable in the event of a further tena- 
ble towards 910 per barrel 

Exploration and production, the main 
source of past prof ita bility, is taking the 
taunt of the fell, with profits down 36 per 
<ynt on the year. Further mfenhlimiBii 
win be needed to prop up wilting refining 
and marketing margins. But at least 
hopes of a merger could alleviate gloom in 

the obgrairalfi unit 

Procter & Gamble 

A 13 per cent drop in the share price in 
three days seems a cruel reward for 
another year of double-digit earnings 
growth. But the market is right to be 
worried about Procter & Gamble. This 
year's earnings should still rise by the 
expected 1144 per cent. But how much of 1 
P&Cs future profit growth will have to be 
sacrificed to get its revenues moving 

a gain? 

Excluding acquisitions, volumes grew 
Just 1 per cent in the last quarter. Asia 
may be partly to blame. But PAG has also 
lost raafkat share by nriring ~ fetMBi 
and nappy prices too far. And it has too 
many brands nM, me-too prod- 
ucts. The management, which has mwte 
revenue growth ; its top. priority, is 
responding with the most aggressive new 
product cycle in the company's history - 
over 100 introductions are planned for file 
next few years. This seems the right strat- 
egy. But investors are understandably 
itchy about the time and money it win 
take to get such a s u pert a nker moving 
again. 

In Tmtwtflin Hrawa they are also quick 
to punish stalwarts that disappoint. The 
question now is whether this proves Just a 
hiccup, like last year’s warnings from 
Coca-Cola and Gillette, or, more likely, 
whether PAG needs a more far-reaching 
overhaul along the linn of that at Uni- 
lever. 
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FT WEATHER GUIDE 


Europe today 

Northern and western Norway and 
much of central rod northern 
Scandinavia wn be cool and 
unsettled, with showers or longer 
spells of rain. Denmark end 
southern parts of Sweden and 
Norway wfl be dry with sunny 
spate. Eastern Europe wOf have 
thundery showers. Western end 
central Eivope wffl be dry and 
nrarm. 7he Mad W nanaan u* 
contfeun hot and mahty sunny, 
apart from heavy thundery rain 
across Italy, Smifinia aid Corsica. 

Five-day forecast 

Wgh pressure wB continue to buHd 
overmuch of Europe, bringing 
maHy fine condlfcns up to and 
inducing the weekend. Same 
thundery showers wB continue 
over the Batons and southern Italy 
on Thursday rod Friday, rod 
Scandnavia wH be breezy and 
unsettled wfth showers for the next 
few days. 
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US involved in peace moves as revolt escalates into civil war 


By IMcbaal Hofemo, 
Africa EAv 


Coosa yesterday fifipperi. baric into 
civil war as RwazxUuirbacked rebel 
forces extmded their- hold on tbs 
eastern region of the coantry, fud- 

Wn g tatanutticpil wmewm ' 

Alfred Nzo, Sooth Africa's foreign 
minister, described the sitnatton 
in the Congo, formerly Zaire, as 
"critical". 

The OS said yesterday ft was in 
contact with regional African gov- 
ernments to discuss how to prevent 
the growing revolt against Lament 
Kabila. Congo's president, from 
widening. 

Joe Mbdise, South African defence 
minister, said South Africa would 
discuss the. situation with, fellow 
members of the Southern African" 
Development Community, which 
Congo recently joined; The talks 
would include discussions oh 
involvement in a possible peacekeep- 
ing force. •• . 

"We will put our heads together 
and see how we can . assist in this 
situation in the form of persuading 


peo^e to restore peace, and possfi^y 
in. a peacekeeping capacity, if we are 
requested -by that country and ihe 
United flatjons," Mr Mbdise told 
repor te rs in Gape Town. 

T3ie rbbe2~ forces are predomi- 
: nantiy Banyamuleage Tutsi, orig l - 
. nally foam Rwanda, biaxvy. of wheon 
have served in the Rwandan army. 

A. iS96 revolt .hy the Congolese 
.Tinas escalated Into a seven-month 
base- war that saw Mr Ka bU a. with 
Rwandan support, oust the dictator 
Mobutu Sese Seko in May 1997. Con- 
fidence between Mr Kabila, the 
Rwandan government and the Bany-' 
amnlenge Ttitsis has since broken 
down. . 

hi Kinshasa, the Congolese capital 
under dawn-to-dusk curfew, Mr 
Kabila's, government yesterday 
issued as appeal for public support 

There were reports that hundreds, 
of local Tutsis had been arrested in 
ti» capital as it becafoe dear troops 
loyal to the Kabila government were 
.losing ground. 

‘ in eastern Congo',' Tthax^dere- 
Mutware, the mayor of Bukavu,said 
rebel forces had taken fofi.cchtri)! of 


tha town and aiiport Thao* were 

also unconfirmed Ot a lms of fi g hti ng 
.for control of the alfport' at 
T yiamffftni, eastern Conge's large st 
ettf. . • ’■ - ; • 

Mr Mutware told Rebtttn x»ws 
agrocy that fighting fra; Bok&vu on 
Monday had been brief became most 
ofthfl pe^e^ including fii» soldiers, 
had joined "the forces of change*. 
HO said most of ttase. loyal- to Mir 
Kabila bad tied. . . 

Die town of Uvira, about lOOkm 
further south, had also -been cap- 
tured, Mr Mutware sakL ... 

. fix Goma, awnywimiTwige gunmen 
hijacked a private airplane and 
ordered file pilot to fly to the mili- 
tary barracks at KRosa, south-west 
erf Kinshasa, where troops who once 
served Mobutu ahe based. ’ 

On Monday, Mr Kabfla vowed at a 
(-rigi^ meeting in to crush 

a rebellion that started with over- 
night siy»tfwg in the capital cin Sun- 
day. Although Rwanda denies, any 
involvement, on .Monday . night 
trucks filled- with troops crossed 
from Rwanda ia support of the rebel 
troops, eyewitnesses said. , 


Indian bank looks to raise $3.5bn 
in bond aimed at expatriates 

Government hopes issue will help counter impact of sanctions 


By Amy Lota** Kanin 
feNewMhfand 
Vtacrot Boland lo LondoB 


The State Bank of farifa, one of the 
ccamtry’s Wi«tn <«ninTiiPW»lnl ha-pirn, is ' 

hoping to raise up to 9&Stm in a 
bond iasae appealing to ~patriotth' 
expatriate Indians. 

The bands, wtddi go on safe from 
today, are targeted at non-restdent 
Indiana Bvtng mainly in file Middle 
East, the UK and the US. . . 

They are being marketed as 
"Resurgent India” bonds and wOl be 
available in US dollars, sterling and 
D-Marta. with Interest rates of 7.75, 8 
and &25 per cent. 

The bank initially expects to raise 
yam, and. the final a m n o p t will be- 
set late this month. 

While proceeds will be used: 
mainly for infrastructure finance 
lending, the bands, have an overt 
political angle. The impetus for the 


fame fame from the nationalist BJP* 
led government, which believed it 
needed to counter the impact of eco- 
nomic sanctions imposed on India 
following its THtcTpai* tests in May. 

However, those sanctions do not 
restrict the ability of Indian Institu- 
tions to borrow abroad. 

India called on expatriates for 
financial help in 1991 when, it 
launched the India, Development 
Bond. That issue, when the country 
was feeing a financial crisis, raised 
9L$bn. ! . . 

tf s: Venna, chair man of SRT, pre- 
dicted a strong response to the bond, 
both for flgri’Hmgntai reasons and for 
the relatively high Interest rates 
offered. ■ 

"What we have tried to do is make 
it as. attractive as possible to -the 
nan-resident Indian^ be Those 
who Invest would also, “have the sat- 
isfaction of ■ b unding *, fits nattat”. 

S.W. Dapksale, maimger of finan- 


cial mark ets at State Bank of India's 
mein London office, said investor 
interest was strong in the UK, which 
has a large Indian community. 

Roadshows to encourage Investors 
have already been held in UK cities 
with high Indian populations, such 
-as i^nrifm, Bi rmingham aruL Leices- 
ter. 

The bond Is beings marketed 
through 3B1 branches, and other 
banks, including foreign banks in 
India and ABN Amro, Midland Bank 
and Citibank In the United Arab 
Emirates, the UK and the US. 

Mr Verma said the most market- 
ing efforts Tmri been made in the 
Middl e East, where many expatriate 
Tndiimg considered themselves tem- 
porary residents. 

. His discounted concerns that con- 
tinued weakness in the rupee would 
put pressure on Qie country’s for- 
eign currency reserves when the 
bonds matured in five years. 


On the road 
to riches? 

Don’t forget 
your Guide 


THE FREE MERCURY INVESTOR’S GUIDE 


If you*ta serious about irru^feg, you can't 
afford tb mfes the latest teaue-ot the Mercury 
Investors Guide. IBs of tacts, - Agues and 
! topical, articles by fund 
managers as; wbH as 
sortie rejected 

Bxtependent joumafists. 
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Rjnd Management GroL|50f tf^ how • 
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worth up to Cl 20. ^ . - . • ‘ 
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recent reforms and a trade accord with the US 
have l oose ned restrictions on fares, 
more slots at Japanese airports and opened the 
market to price competition. Page is 

Investors anxious about UK power 

US power groups have bought nine of the 14 
UK regional electricity supply companies since 
1995, attracted by their cheapness and the 
chan ge jo use Britain as a springboard to invest 
fri continental Europe. But share prices have 
risen and there are worries about greater regu- 
lation. Windfall taxes and restrictions on gas- 
fired power stations have upset investees, and 
two US groups are sefifiig up. Page 17 

US merger mania recedes 

The US mergers and acq ui sitions boom may - 
have passed a high-water mark. The deals are 
stfll coming thick and fast $964bn in the first 
six months erf this year, more than for an of ' 
1997. But investors may be tiring of fire frenzy. 
As recently as this spring, the stock prices of 
Travelers and Citicorp rose 20 per cent when 
they announced their merger. But recent deals 
have fatten on stony ground. Page 16 

Telebras euphoria extinguished 

The privatisation last 


BASF prospers against the trend 

ff? . , .:. — . Chemicals group's profits rise in face of adverse conditions stock is 

HASP, Europe's largest chief financial officer. The 

c tonle afc company, yesterday the chemicals industry, said it treatment of buybacks. It had been helped by a boom in gain helped lift the group's cncnAnflAfl 
announced unexpectedly intended to step up its growth reported operating profits in demand from German car pre-tax profits by 14 5 ppr rent ijUijUClIUCU 

«tww wmlfi far Tho ftrsf ho>f thmwh arrmteiHrmfe 4Kn eiv )a Tnm mina nnlmn *k- u~tt nuurthn * 


Chemicals group’s profits rise in face of adverse conditions 


BASF, Europe's largest 
Chen; leads company, yesterday 
announced unexpectedly 
strung results for The first half 
of this year despite the down- 
turn in Asia and faffing world 
on prices. 

Jftrgea Strobe, chairman, 
said ii was the first time since 
be joined the board in 1585 
that the group had not made a 
loss in any of its operating 
divisions. 

The German group, which 
posted a 30 per pent rise ha 
operating profits against the 
backdrop of declining prices 
and profit margins in much of 


the n to«»ggig industry, it 
huaadad to step up its growth 
through acgrdsitknis. ' 

- It also planned to seek a list- 
ing an the New York Stock 
Exchange in 2000. to aOow the 
group . to pay for US acquist- 
tints with BASF shares, said 
Mr Strobe. To this end, BASF 
maid produce 1996 accounts 
according to IIS accounting 
cosrrantkms. 

TBs. group, currently cash- 
ricb,«Wfflrmed its iirimitlon to 
bey back 4ip to 10 p«r cent of 
Bg shares as soon as the Ger- 
man authorities clarified tax 


treatment of buybacks, it 
reported operating profits in 
the six months to June rising 
to DM2.75bn. on sales up 3.4 
per cent at DM279bn (JlS-3bn>. 
In the second quarter, operat- 
ing income was up 5JJ per cent 
at DMl.42bn on sates (town 0.4 
per cent. 

Nearly ail the Improvement 
in first-half earnings came 
through the elimination or 
losses in colourants finish- 
ing products and plastics and 
(fores, which together account 
for half the gro u p's turnover. 
Mr Strobe said both divisions 


had been helped by a boom in 
demand from German car 
makers. 

In plastics and fibres, earn- 
ings rose by 78 per cent to 
DM462m. In colourants and 
finishing products they rose 
38 per cent to DM57Qm. These 
rises more than offset the 
34 per cent foil in ofi and tots 
earnings, as well as the tmpact 
of the downturn in Asia. 

Meanwhile, BASF reported a 
DMB3m net financial gain in 
the find half from short-term 
investments in shares and 
bonds. It hoped to replicate 


this performance in the second 
half, said Max Dietrich K3ey. 
chief financial officer. The 
Rain helped lift the group's 
pre-tax profits by 14.5 per rent 
in the first half, to DM2A2bn. 

The slowdown in Asia was 
likely to reduce group sales for 
the whole of 1998 by around 

DMSQOm, said Mr Strut*. He 
emphasised, however, that the 
outlook for the region 
depended nn the new Japanese 
government's ''wilLingncss and 
ability" to restore Japan's eco- 
nomic fortunes, although its 
performance, so far. had been 
a 'big disappointment". BASF 
is the largest western chemi- 
cals industry investor in Asia. 


BP dividend 
up despite 29% 
fall in earnings 


BrezB . .. 

.BoswpatotaflBqi 

m 


week of Telebris, the 
holding company far 
Brazil's vast tatecom- 
rnurticatkms network, 
was just the kind of 
event to give stock 
markets a shot In the 
arm. The sale netted 
R$22.1bn ($19bn), 
mostly from overseas 


- . - j?." t ? a B ' investors. This far 

• •- exceeded expectations 
and was a windfall for a government in need of 
foreign cash to reduce its budget and cunent 
account deficits. But the euphoria quickly sub- 
sided and Brazifian stocks seem once again at 
the mercy of events overseas. Page 32 ' - 

First convertibte bonds for China 

The first convertible bonds issuetf by a Chinese 
state-owned enterprise as due to fist on the 
Shmghas stock market at -the end of this week, 
marking a further step in theslaw sophistication 
of China's capital marked Page 20 . ^ : 

Wall Street woes snuff out 

rebound In foe yen, on foe hack of foe latest 
statements from foe Japanese finance m irtster, 
brou^it some eartyxfoeer to wbrki equity mar- 
kets. But another pow start on WaB Street ' ' 
nrfned the choices of a rafly. Page 32 
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By Robot Cminfl te Loodod 

British Petroleum yesterday 
reported a 29 per cent foil in 
second, quarter preexceptfonal 
net prt^ts to £542m, as low oil 
prices continued to undermine 
the earnings of the leading 
Int e rn ati onal energy groups. 

BP*s US-based counterparts 
ended their reporting season 
last month with an average 28 
per cent Huntiwo in net profits. 

For the half year BP 
rep o rt e d a 26 per cent foil in 
pre-exceptional profits to 
£Ll2bn (tl£2bn), on a replace- 
ment cost Hagfo which factors 
out inventory gains and losses. 
Weak crude prices - 32 per 
cent down from last year - the 
economic crisis in Asia and 
tight chemical margins com-' 
bined ^o. create “an extremely 
tough business environment”, 
according to sir John Browne, 
cbttf execafove^ 

But even though ^he hdd out 
little prospect of an early Hft- 
ing cf the price ^oom that has 
enveloped the-ml sector. Sir 
John announced a 9 per ccmt 
rise in. BFs second quarter efiv- 
idraid, to a share. He said 
the increase was made possible 
by a fl50m improvement in 
BP*s underlying performance 
in the first half. . 

BP^ 'iieturn on capital 
employed, the main indkaitnr 
of effidapey in the integrated 
nfl sedxg-. is near the top of the 
industry range, at about 12 per 
cent far tbe-second quarter. 

Operating profits from explo- 
ration and production ip nihM 
to £447m (£69am), as hi^er aQ. 
outptti: vobunes -■ up 8 per cent 


- and cost reductions foiled to 
offset the steep decline in 
prices. BP’S average oil price 
realisation for the first half 
was $13-50 a barrel, $6.40 lower 
thaw Jast Hnw 

Exploration and production 
profits were also hit by a S 20 m 
loss at Sidanco. the Russian oil 
company in which BP bought 
a 10 per cent stake last year. 

Refining and marketing pro- 
duced mixed results. Global 
refining margins were up, but 
there was “a deterioration in 
BFs overall refining margins’*. 
Warm weather in Europe 
depressed marketing margins, 
although the regional refining 
and marketing joint venture 
with Mobil continued to pro- 
duce better profits. 

Operating profits overall for 
refining and marketing for the 
quarter were £299m (£308mX 
whfle half-year profits rose 11 
per cent to E533m. 

Reduced margins also hit 
chemical profits, which foil to. 
£ 101 m for the quarter from 
£J38m last time. BFs net debt 
rose to $7^bn. 

Divestment proceeds for the 
full year should total $lbn. 
Gross capital expenditure Is 
growing, with $6bn due to be 
spent this year, fithoogb net 
spending sbendd be about 8 per 
emit down on 1997. 

Sir John described recent 
production cuts by the Organi- 
sation of Petroleum Exporting 
Countries as "sensible", but 
warned; “We certainly can’t 
rely on any help from the 
external environment " 

Lw,Papel2 



Austrian sMerGGnthor Madsr sports skis by Addes-Salomon, which faces afippmg demand In Asia. ABsport 

Losses at Salomon force 
reorganisation by Adidas 


By Graham Bowteyln Rrankf w t . 
and David Ovwn in Parts 

Adidas-Salomon, the world's 
second biggest sporting goods 
group, yesterday reorganised 
its top management after 
unexpectedly laige losses in its 
skiing and golf equipment 
business. 

The losses were caused by a 
sharp drop in demand from 
Asia and the saturation of the 
US golfing equipment market 

The redrawing of manage- 
ment was accompanied by a 
raft of steps to accelerate the 
integration of Salomon, the 
French ski and golfing goods 
group with German-based Adi- 
das which acquired it last Sep- 
tember. 

The acquisition transformed 


. Adidas, which made sports 
shoes and clothing, into the 
biggest sports good manufac- 
turer after Nike of the US. But 
there has been concern about 
the pace of integration. 

Jean-Franpois Gautier is 
resigning as president of Salo- 
mon and as a member of the 
Adidas-Salomon board. 

Robert Louis-Dreyfus, chief 
executive, and Christian 
Tonnes, his deputy, would 
now "devote the majority of 
their time" to turning round 
Salomon, the company said. 
Michel Fen-audio, another 
board member, would be in 
charge of the day-today run- 
ning of Salomon. 

Salomon's difficulties were 
In the US and Japan. The 
weakness of Japan’s economy 


has hit demand for golfing and 
winter sports goods. 

Adidas’ shoes and clothing - 
sates fell 17 per cent in the 
Asia-Pacific region. But results 
showed that group sales con- 
tinued to grow rapidly in the 
first half of this year. They 
rose 58 per cent to DM4£bn 
($2.7bn). 

However an unexpectedly 
high operating loss at Salomon 
and a one-off charge linked to 
its acquisition depressed prof- 
its. Group pre-tax profits rose B 
per cent to DM379m. Shares 
feD 2 per cent yesterday, drop- 
ping DM5.10 to DM249.60. 

The company said Salomon 
would be reorganised into stra- 
tegic business units similar to 
Adidas and there would be a 
greater pooling of functions. 


By AtexMcki ferny In Tokyo 


Trading in Okura share* was 
suspended yesterday amid 
reports that the troubled Japa- 
nese trading house failed to 
m»ln» payments to some of its 
suppliers last month. 

The shares fell 37 per cent, 
by Y9D to YM, before trailing 
was halted. The company, 
which specialises in metals 
and machinery, confirmed it 
had not nude scheduled 
payments tu several steel 
suppliers u July and said tt 
was in negotiations to extend 
the payment period. 

The payments totalled sev- 
eral billion yen. £orae steel 
suppliers had halted ship- 
ments. Okura said. 

The problem ivnerged follow- 
ing unexpected changes in the 
terms of a contract with an 
overseas aircraii manufac- 
turer. the company added, 
while declining to identify the 
aerospace groups with which it 
holds contracts. 

"The conditions of uur can- 
Iran with the airplane maker 
changed very quickly and we 
were unable tu get funding in 
time to make the payments," 
said the president, Yoshihiko 
Okura. 

The group is seeking addi- 
tional credit from Fuji Bank, 
its main funding source, and 
expected it would resume pay- 
ments by the end of the 
month. However, It is likely to 
face considerable difficulty 
obtaining additional loans 
owing to the credit crunch tn 
Japan's financial sector. 

“Given the current financial 
situation, our main bank is not 
in a position to provide fund- 
ing without certain conditions 
but we believe there will be 
some funds available,” said 
Takehiko Okamoto, managing 
director. 

Shares in Fuji Bank, which 
owns a 4.9 per cent stake in 
Okura. fell 3.7 per cent to dose 
at Y465. 

Okura also announced it 
would try to raise YlObn 
($70m) in additional funds 
through a third-party share 
allotment in September. 

Last year, Okura was 
Y8.79bn in the red, against a 
Y1.56bn deficit the year before, 
mainly because of losses on 
stock and property holdings. 
Sales were down slightly at 
Y36&3bn. 

The group, which expects 
losses ofYl^bn this year, aims 
to reduce expenses by Y20bn 
through the sale of subsid- 
iaries, job cuts, and withdraw- 
ing from unprofitable sectors. 



BARRY RILEY 


Deaf ears are turned to 
the pensions prophets 


I have mixed news about the 
rogue trio of actuaries who, as 
I reported more than a year 
ago, have been trying to 
persuade British defined; 
benefit pension funds to 
abandon equities and invest 
entirely in bonds. Their 
eampwig n has so for fallen on 
stony ground. On the other 
hand, they are encouraged by 
one or two straws in the wind 
- such as the UK proposals for 


m arket st atistics ; 
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' It istme that for various 
reasons the average exposure 
of UK pension funds to ' 
equities has fallen from apeak 
of SO per cent In 1998 to 72 per 

'cent today. But the three - Jon 

Erfey of WiDiamM. Mercer, 
Sh yarw IHahta nf McrriTt 

Lynch, and Andrew Smith of 
Bacon & Woodrow - are. 
attempting to show not just 
that too much is invested . 
tecticaHy or strategically in 
equities bpt that Stis 

frr m l anum tflTTy fHo g ha j for 

companies to believeibey can 

obtain an economic advantage 
(that is, cut their pensions 
costs) by investing in each 
othere 1 shares.For share- 
holders in aggregate, the costs 

and benefits most net out- 

: Since the trio published a 
theoretical paper in April 1997, 
UK equities portfolios have 
shown a total return of 32 per 
cepL Oil flue face of it, their * 
thnmg-was poor; it seres 
themrtght, perhaps, for daring 
to challenge the British 
actuarial establishment 




But wait a minute. The total 
return on the Over 15 Years 
Gilt-Edged Index has been 33 
per cent. And the returnon a 
longdated index-linked gQt, 
such as 2% per cent 2024, has 
been 37 per cent. Matched - 
funding with long bonds has 
been surprisingly costless, 
even in the short run. 

Pension liabilities are best 
matched against conventional 
or index-linked bonds. ^The link 
with equity returns is weak, 
and the real appeal has been 
that equities have provided 
very high returns. 

-Scene of these arguments are 
explored in the discussion 
-paper on the British 
accounting standard that w31 
replace SSAP 24, which aims 
to bring DK practice more into 
fine with the US and 
International standards. The 
standard will adopt market 
rather than actuarial v alues, 
i thos ratefog the perceived 
risks Tor finance directors. 

To reassure the latter, there 
tea suggestion that pension 
liabilities could be discounted 
not at the relevant band yield 
but at a higher rate 
incorporating an equity risk 
premium. This clasheswith 
the international accounting 
standard, however. 

. Market values are fine in 
butt markets, but wbat about . 
difficult times? I am indebted 
to Adam Reese of Towers 
Eaodn in the US for a study of ‘ 
7E of the blggest US corporate 
employers showing that since 
1995, the stock market’s leap 


has boosted their aggregate 
pension plan surplus from 
$4bnto$9Sbn. 

Despite the effect of 
smoothing rules, pension 
expensing under the 
accounting standard FAS 87 
will decline to just Sl.6bn this 
year compared with SM-lbn of 
benefits earned by active 
employees. The incremental 
benefit Tor these companies 
could beSUbn in 1938, or 1.5 
per cent of total earnings. But 
if the market declines, all this 
wifi go into reverse, albeit 
lagged. 

Never mind, for now it 
appears to be a free ride. In the 
UK, half the corporate sector 
enjoys nil or reduced 
contributions. But there is, 
after the ch ange s to 
corporation tax. a much 
clearer incentive for 
companies to sell bonds to 
each others’ peaskra funds 
rather than equities (of which 
30 per-cent are cross-held). 

An important weak link in 
the argument of Exley, Mehta 
and Smith remains, though. 
They too readily regard the 
interests of sponsoring 
companies and pension 
trustees as identical, whereas 
the Pensions Act separates 
them. 

Nevertheless, when the 
music sloiws down, or stops, 
company managers may 
wonder whether there is redly 
any shareholder valne in 
double-banking so modi 
equity risk exposure in their 
pension schemes. 
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ITALY TALKS WITH OTHER PARTIES RESUME AFTER PLANNED VENTURE WITH KOREA’S DAEWOO COLLAPSES 


Finmeccanica revives 



By Paul Betts in Wan 

Finmeccanica, the Italian 
industrial conglomerate, yes- 
terday moved to revive part- 
nership talks involving its 
Ansaldo energy and trans- 
port subsidiary following the 
collapse of an ambitious 
global joint venture with 
South Korea's Daewoo. 

Siemens of Germany, the 
Swedish-Swiss ABB group, 
Alstom of France, General 
Electric of the US and Flat of 
Italy have all shown interest 


in Ansaldo or some of its 
activities. 

Roberto Tana, a board 
member of the ERi state 
holding group which con- 
trols Finmeccanica, con- 
firmed yesterday that talks 
would resume with other 
interested parties. 

However, officials were 
quick to point out that 
recent union agreement to a 
restructuring at Ansaldo, 
Involving 2450 job cuts and 
a L850bn ($483m) recapitalis- 
ation of the energy business, 


would enable the company 
to operate on a stand-alone 
basis. 

The deal with Daewoo 
broke down after more than 
a year of negotiations. 

The transaction, which 
involved a joint venture 
company absorbing An sal- 
do's energy and industrial 
automation activities, with 
an option to acquire at mar- 
ket rates Ansaldo's transport 
assets, collapsed because of 
Daewoo's problems related 
to the Asian financial crisis. 


Finmeccanica also opposed 
Daewoo’s requests for addi- 
tional financial commit- 
ments lor Ansaldo, and its 
plans to expand the new 
company's activities into 
project financing. 

The Italian government 
favoured Daewoo's proposal 
as it entailed a global agree- 
ment embracing all Ansal- 
do's activities. Rival propos- 
als had involved a break-up, 
which was opposed by 

unions. 

The collapse of the Dae- 


woo venture came as iittle 
surprise, as IRI and Fin- 
meccanica had warned in 
recent months that the talks 
were in. trouble. IRI and Fin- 
meccanica are expected to 
pursue the company's stand- 
alone recovery strategy, 
while holding alternative 
partnership talks. 

- Ansaldo officials said yes- 
terday the company’s energy 
division could return to 
break-even by 2000, after los- 
ing L420bn last year an sales 
of about L34009bn. Turnover 


tins year is expected to fiD 
to L&QQQbn, but . margins are 
expected to improve as a 
result of restructuring Snd a 
shift to more profitable 
power plant service and 
maintenance ac tivitie s. 

Ansaldo said, new orders of 
L900bn so far this year bad 
exceeded last year's 'total of 

L850bn in. the energy uectqr. 

Fmmeccamca. also plans to 
merge its Breda transport 
activities, with thosfe of 
Ansaldo .to strengthen Che 
transport cOvIsIobL 


Cargo 
side aids 
advance 
at KLM 

By Jeremy Gray in Amsterdam 


Higher yields on cargo 
traffic and a decline in unit 
costs helped lift net income 
11.6 per cent at KLM, the 
Dutch airline, to FI 212m 
($l05m) in the first quarter 
of its 1998-99 year. 

Although passenger yields 
were fiat and traffic was 
hurt by trading conditions in 
the Asia-Pacific region, the 
carrier said cargo yields 
were especially strong in the 
April-June period, rising G 
per cent from a year earlier. 

KLM said the Asian situa- 
tion had “a limited impact" 
on revenues in the quarter. 

Its operations at Amster- 
dam’s Schipho! airport, how- 
ever, were impeded by exten- 
sive delays as a result of 
capacity constraints. 

Declan Maghee, an analyst 
at ABN Amro, said the oper- 
ating figure was "a bit disap- 
pointing". but the results 
"were heading in the right 
direction”. 

Lower oil prices should 
help KLM as current hedges 
in the fuel market unwind, 
he added. 

The first-quarter profit 
was boosted by a book gain 
of FI 47m resulting from 
ELM’S sale of its stake In 
haulier Frans Maas. 

This was offset by the 
FI 56m from the sale of Its 
shareholding hi US partner 
Northwest Airlines in the 
year-ago period. KIM’S bal- 
ance sheet will be skewed 
again in the second quarter 
by a one-off book profit of 
FI 100m from the sale of its 
holding in UK travel group 
Unfiet 

KLM maintained Us fore- 
cast of higher operating 
income for the full year, pro- 
vided the global economy 
does not deteriorate and fur- 
ther disruptions do not 
result from the labour con- 
flict at Northwest Airlines. 
In the latest quarter, KLM*s 
operating income edged up 
S2 per cent to FI 262m. 

KLMs shares closed at 
FI 81-80, up 80 cents. 


Goldman tops M& A table 


By Jane Martinson, 

Investment Correspondent 

Goldman Sachs, the US 
investment bank, topped the 
league table for European 
mergers after advising on 
tbe two biggest cross-border 
this year, according to 
figures published yesterday 
by Acquisitions Monthly. 

The league tables also 
showed the remarkable 
buoyancy of Europe’s take- 
over market in the first six 
months of the year. Tbe total 
number of deals rose from 
EUObn in the first six half of 
last year to about £190bn 
(Jllfibn). 

David Rothnle, the maga- 
zine’s editor, forecast further 
merger activity in continen- 
tal Europe as several indus- 
tries - particularly pharma- 
ceuticals and banking - 
continue to consolidate. 
"Consolidation across Euro- 
pean markets is yet to reach 
its peak," he said. 

Goldman trumped Morgan 
Stanley Dean Witter, last 
year's top adviser, after 
advising on 23 deals worth a 
total of £15Abn in the period. 
It rose from fifth to first 
position, heading a top three 
of US-based investment 
banks. 

Goldman's financial ser- 
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vices team was behind the 
two biggest cross-border 
deals this year. It advised 
Generate de Banque, the Bel- 
gium group, during its 
£74bn acquisition by Fortis, 
and AGF. the French com- 
pany, when it was bought 
for £&lbn by Allianz of Ger- 
many. Those deals provided 
the first hints of hostile take- 
over bids in continental 
Europe. 

Morgan Stanley Dean Wit- 
ter slipped from first to sec- 
ond after acting as adviser 
on 17 deals worth a total of 
£134hn, while Credit Suisse 


First Boston, the Swlss-US 
bank, rose from sixth to 
third place with a total of 21 
deals worth £13L7bn. 

The Lazard group of 
investment banks in France, 
the UK and the US, fell to 
fifth from third place despite 
working on more deals than 
any other adviser except 
PricewaterhouseCoopers, the 
new accountancy giant 

Lazard deals - which 
included. Scandinavia’s larg- 
est cross-border banking 
merger, between Finland’s 
Merita and Sweden's North 
banken- totalled £10JBbm 


Goldman Sachs also 
pushed Morgan Stanley from 
tire top slot for all European 
deals, including domestic 
mergers. It rose from fourth 
to first place with 38 deals 
worth £37 Abn. 

A combination of deals 
involving SBC and UBS, the 
two Swiss banking groups 
which merged at tbe and of 
June, pushed Warburg. Dil- 
lon Read, the investment 
banking arm of the com- 
bined group, 
for European 
advised on 43 
than any other, 

— — i 



Atlas Copco rises 26% 
on buoyant demand ■ 


By Tim Burt 
in Stockholm 


Atlas Copco, the Swedish 
engineering group, yesterday 
reported a 26 per cent 
increase in first-half operat- 
ing profits, on buoyant Euro- 
pean and US demand for its 
compressors, industrial 
tools, and construction and 
mining equipment. 

The company saw operat- 
ing profits rise to SKr2.l6bn 
($270m) In the first six 
months, from SKrl.71bn last 
time, as sales rose from 
SKrl3Abn to SKrieSbn. 

However, Giulio Mazza- 
lupi, chief executive, warned 
that the improving sales 


trends in western Europe 
and North America had been 
offset by sharply reduced 
■ales in Asia. He said 
demand in China was not 
expected to grow in the 
short term. 

The figures were also flat- 
tered by maiden first-half 
contributions from Prime 
Service, the US equipment 
rental company acquired 
last year for $9Q0m. - 

Of the increase in operat- 
ing profits, about half was 
attributable to Prime 
Service. 

“The equipment rental 
market in- the US is esti- 
mated at $20bn today and 
forecast to continue growing 


at 15-20 pm - cent a year," said 
Mr MazzalupL 

Financing costs associated 
with the Prime Service 
acquisition led to increased 
interest expenses of 
SKx827m, compared with 
SKx28m last time. 

That held back the growth 
in pre-tax profits, which rose 
6 per cent from SKrl.72bn to 
SKrL82bn; 

At the qperating level, the 
sharpest profits growth was 
recorded -in compressors, 
With SKri.42bn compared 
with SKrlAflm last time. 

Profits in construction and 
mining equipment increased 
20 per cent to SKr259m, 
while the industrial tooling 



Gfuflo Mazzakpfc wamad of 
sharply reduced Asia safes 

arm reported gains of 
SKrS24m, up from SKr478m. 

Earnings per share rose 9 
per cent to SKri£34. hut the 
group’s most commonly 
traded A shares fell SKr3.50 
to SKI20L50. 


MURRAY UNIVERSAL 

SodeCf cfIiiTCStaseraaj[ i Capital Vtabblc 
Rcgincred office: 50, mnoc JJP. Kennedy. L-1855 Lnxembom* 

R-C. Lnxanbomj! fi 8621 

NOTICE OF ANNUAL GENERAL MEETING 

The Annual Genetd Meotmg 0* shareholders of MURRAY UNIVERSAL 
SiCAV wiU be heM pi ns rgastered office in Luxembourg, 50. avenue J.F. 
Knnredv on 14 Aoqust 1KB at 3 pm. for the pirpose orcorstiemgand 
voting upen the Wtavung matters: 

AGENDA 

1 To hear the Management Raport of the Drectors and the Report of the 
Autftor 

- To approve dm Statement of Not Assets and the Statement of Changes 
m Net Assets lor the year ended 31 Mach 1998 and to consider 
detonation of dnnclends lor th« various sub-funds 

3 Tq drstfunjc the Directors with respect to the performance of thw 
during the ended 31 Mirtfi 109& 

A Tu elect the Orators to senna until the next Annual General Mmiwh of 
shareholders 

& To elect fri'j Auditor to servo unti the next Annual General Meeting of 
shareholders 
6 Any olher txaewss 

The shareholders ate advised that no quorum lor the staiunMv general 
rreenng is required and that deosorts will be taken at the majority of (he 
shares present cr represented at the meeting. 

In order to u*e parrot t he statu tory meeting of 14 Auqust 1988 owners of 
beans’ shares m JAPAN PORTFOLIO and AMERICAN PORTFOLIO wffl 
haw to deposit then shares live deer da/s before the meeting at the 
registered office of the Company. 50. Avenue Jfi Kennedy. Luxembourg, or 
with the toUowing bants. 

• BANQUE GENERAL DU LUXEMBOURG SA. 

Awnue J F Kennedy. Luvamboug 

- CLlDESDALE BANK LIMITED, 

30. Lombard Street London 

Owners d bearer shares m PACIFIC PORTFOLIO wil have to deposit then 
shares live dew days before the meeting at the registered office of the 
Campinv- 50. Avenue IF. Kennedy, Luxembourg, or with the fotowmg bank: 
BANQUE GENERALE DU LUXEMBOURG SA. 

St?. Averare JF Kennedy, Luxembourg. 

The Board of Director} 
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Nutreco rises on 
higher volumes 
and acquisitions 


By Jeremy Gray Id Amsterdam 

Net earnings at Nutreco, the 
Dutch-based animal and fish 
feeds business, rose 22 per 
cent in the first half of 1998 
to FI 28m ($L4m), thanks to 
better profit margins, higher 
volumes and acquisitions. - 

Created from former units 
of British Petroleum and 
launched on the Amsterdam 
bourse last year, Nutreco 
said its recent purchase of 
four agricultural firms - 
UTD, Plfar, Nanfor and 
Herca - accounted for 
almost 10- per cent of its 
FI 614m in operating profit 
during the first six months. 

Nutreco said that because 
of wmamai influences, oper- 
ating income jg expected to. 


grow in the second half and 
that net income would show 
“significant growth” in 1998. 

Part of this gain would 
come from an annual 
increase in sales of FLGSQm, 
following a merger of Its pig 
processing plant with those 
of Morris Meppel and Smits 
Barmen. Last year, the com- 
pany reported attributable 
profits of FI 74m, a rise of 32 
per cent, on sales up by 6 per 
cent at FMASbn. 

The interim dividend was 
set at F1(X25. or 30 per cent 
of net income attributable to 
shareholders. : 

The company’s main divi- 
sion, Nutreco Agriculture, 
showed a 17 per cent 
Improvement in operating 
profits to FI 45.8m. 


Baer 
lifted by 
rise in fee 
income 


By WHSttn Hafl 
to Zorich 


Julius Baer' - Holding, 
Switzerland’s biggest inde- 
pendent private hunfe , under- 
fined the profitability of the 
country's management 
business yesterday by post- 
ing a 43 per cent inereasefn 
pre-tax p rofit s, to SFi230m 
(3153m), for the first half 
of 1998. 

Baer’s results were 
boosted by a 50 per cent rise 
in fee and commission 
income to SE13493m, against 
a one-third rise in iterating 
income to SFr567.1m. Asset 
management commissions 
rose 35 per cent to SFr2I7m, 
and brokerage commission 
climbed 77 per cent to 
SFT158m because of higher 
ctrvfc exchange vohnne. 

Baer is the -last of tbe 
Swiss private banks to 
report half-year results. 
Bank Vontobel, its smaller 
Zorich rival, earlier 
increased its pre-tax profits 
51 per .cent .to . SFriiSm, 
while Basle-based Bank Sar- 
asin increased pretax profits 
37 per cent to SFr68.im- 
Liechtenstein Global Trust 
lifted profits . 20 per cent to 
SFrl55.lm. 

Bank b« been the 
second-best- performing 
European bank stock this 
year, and the share prices of 
Julius Baer, Vontobel and 
LGT have roughly doubled 
as analysts ' have revised 
imwa^ds their estimates of 
the profitability of their pri- 
vate hanking businesses. 

Julius Baer's assets under 
management rose 94 per cent 
to S®^97.4bn, which com- 
pares With a 29 per cent rise 
at Vontobel to SFrS5.4bn. ' 

Onfrthird of the rise in 
Baer’s Wsets under manage- 
ment since the start of this 
year has come from the 
inflow of new money, and 
the remainder reflects 
fevanTable devekqpmeits in' 
financial markets. About 10 


per cent of Baer’s funds 
under -management Is for 
private clients and the bal- 
aheesis for institutional 
clients. 

Baer's oper atin g expenses 
rose 26 per cent to 
SFr306-2m, which was in fine 
with the growth at Vontobel, 
though the cost-income ratio 
fell from 61 per cent to 57 per 
cent as a result of its above- 
average income growths 
Stall numbers rose 10 per. 
cent to 1,725. This compares 
with a 6 per cent rise in Von- 
tobel’s staff to 606, and a 6 
per cent increase ' in Bank 
Sararin's staff to 465. - - 

The only area in which 
Baer arid Vontobel cHffered 
was the perfomtazu»-of their 
trading activities. Vontobel 
lifted trading profits 78 per 
cent to SFr81J!m, - while 
Baer’s trading result rose 10 
per emit to SFtl24m. Trading 
profits account for 30 per 
cent of Vontobel’s trading 
income compared with 22 
per cent of Baer’s revenues. 

Baer’s, shareholder funds 
rose 8 per cent to SFrl.46bn 
in the first half In June, it 
became the first Swiss bank 
to axmonnee a share buy- 
back, of 5 per cent of its 


NEWS DIGEST 


TELEVISION 


Fininvest sells DSF stake 
back to Kirch for L180bn 

Fininvest theiioWing company of S«vto BertuwwiOie • 
Italian entrepreneur and former prime mWsw. yesterday • 
confirmed ft had sold bapk to Germany s » 

33.5 per cant stake Sn DSF, German sports channel, • 
te Ll80bn ®102ri0- it also said had it reached an eQreo- 
ment with Canal Plus to flive tfw French pJ^D/netw^r 
the opttarr to acquire Rninvest's 10 per cent sttire to Tele- 
pKi, the ttafian pay-TV network 90 per cent owned By . ; 
Canal Pius. 

CanaJ Plus couid exercise this option after June 1999 If 
Mediaset the Italian tetevteton company controtted by Fto- 
invest decides not to take c^ttwhoidtoflcompan/e 10 
per cant stake. Fininvest has offered to transfer frea-.tna 
stake to Medtosrt. If it takes up the option. Canal' Plus is 
expected to pay about L.i60bn plus actxuedtoterest 

The Gemwi transaction and the agreement with Qanal 
Plus are widely regarded as part of a broader "houw 
dealing - strategy to dear the way far 
establishing a significant new European media affiance 
involving Mediaset, Kirch, Rupert Murdoch s News Corp. 
and Prince A1 Waleed, the Saudi Arabian financier. 

The proposed affiance may also involve other European 
partners such as Tetednco. the Spanish group in which 
Mediaset already owns a 25 per cent stake, and.TFt, the . 
leaefing French television channel controlled by the Bouy- 
gues constnictton group. 

■TF1 is at the centre of discord between tiro Bouygues 
brothers iaicrVincent Boilort, the French financiervho^ - 
owns a 10 per cent stake in the French group. Mr Boflorfi 
has made no secret that he. wants TF1 to be more active 
to Europe. Paul Betts, Mian 

FOOD 


Parmalat to raise L1,000bn 

Parmalat, the acquisitive Italian food and dairy products 
group, said yesterday it (Manned to raise' LI ,00Qbn ($567m) 
to fresh capital through the sale of new savings shares. 

The company, which has made seven acquisitions so for 
, this year r «lso said it was seeking a listing on toe New. 
York Stock Exchange. 

The cash cafl is designed to finance toe company’s 
global .expansion strategy, which has Involved acquisitions 
of food and da fry products companies in South America, 
South Africa, Russia, Canada, the US and -Australia Par- 
malat recertify won a bidding battle for Pauls, the Austra- 
lian food company. ' 

The consolidation of the company’s recent acquisitions 
Is expected to add about LI ,500bn to 1998 turnover and a 
further LI, OOObn next yean 

The company also announced a LlSObn scrip issue 
involving savings shares and a. stock option plan for senior 
executives. Paul Betts 


POLYGRAM 


Seagram purchase closer 

Seagram, the Canadian drinks and entertainment group, 
hopes to conclude its $10.4bn acquisition of PotyQram, 
toe Dutch music and film company, in October, several 
weeks earlier than originally expected. When Seagram 
agreed the terms of toe deal wittv Philips, the Dutch elec- 
tronics concern which owns 75 per cent of PoiyGram, toe 
two sides expected to complete the transaction towards 
toe end of the year. -. 

. However, toe acquisition received speedy clearance 
from US antitrust authorities. Seagram, advised by Morgan 
Stanley, stffl needs to dear the deal with the European 
Commission. It must also make a final fifing with toe Secu- 
rities and Exchange Commission in the US, and stage a 
tender offer for PofyG ram’s shares. It can then begin to 
merge PoiyGram’s music interests with its own Universal 
Music subsidiary with the aim of cutting their combined 
annual costs by up to $300m within two years. 

Speedy completion would be a boon for Seagram, which 
has already had to renegotiate the price of toe deal from 
$10.6bn to $10.4bn because of the deterioration in Poly- 
Gram’s performance since Philips put It up for sale. 

Seagram and Philips are also pressing ahead with plans 
to sen PoiyGram’s film and television subsidiary, which is 
believed to have attracted 10 preliminary offers from bid- 
ders including Canal Plus, Cartton, WMI and Chris-Craft 
Industries. ACce Rawsthom 


TELECOMS 


ECI Telecom posts sharp rise 

ECi Telecom, the Israeli company specialising In Integrate 
network solutions which is listed on the Nasdaq market ir 
the US, has reported a sharp rise in net income and reve 
nues for the first six months. Growth was driven by expoi 
contracts and increased efficiencies In operations. Net 
Income rose 33 per cent to $79.4m, or *1.04 a share. 
Sales rose 18 per cent to $381 J2m over the same period. 

The figures were boosted by particularly strong second 
quarter results, with net income jumping 36 per cent to 
$41m, or 53 cents. A quarterly dividend of 5 cents a shar 
to be paid out of the second-quarter profits, will be paid 
next month. Last year, ECI had net income of $132. 4m oi 
revalues of $677 .7m, with exports accounting for 95 per 
cent of saie& Judy Dempsey, Jerusalem 

GERMANY \ 


Banking lifts Degussa 

Degussa, toe German chemicals, metais and healthcare 
corrfoany, raised pre-tax profits by 29 per cent In the third 
quarter. The strongest earnings growth came In the 
group’s banking business. Meanwhile, group turnover was 
up B per cent, driven by banking, and also benefiting from 
an il per cent rise In chemicals sales. Jenny Luesby 


SA gold mines bring down costs 


By Greta Sfeyn hi Jotamtstesg 


South Africa’s gold mining 
companies are nearing the 
end of a painfdl period of 
cost cutting; which has seen 
thousands of jobs lost and a 
rash of deals as assets are 
reorganised. 

The mines have just 
reported strong results for 
the second quarter, alter sev- 
eral poor quarters, providing 
evidence that their efforts to 
tiring dawn costs from 
among the highest in the 
world have succeeded. 

They are looking forward 
to a bnmpdr third quarter as 
the rand's 25 per cent plunge 


against the dollar gives prof- 
its a substantial boost. A 
weak rand also brings with 
it the threat of Inflation, but 
gold companies have vowed 
to keep a tight grip on costs.' 

“South Africa's gold mines 
have just been through tbs 
■most difficult period in their 
history. They have cut 
expenditare to the bone and 
are not likely to go back to 
the bad old ways," said Nick 
Goodwin, an- analyst at Fad- 
sore Asset Management 

In rand terms, the average 
cost per ounce of production 
was R1316 (?132) In the sec- 
ond quarter, compared with 
K1.334 in the first quarter 

1 


andr Sl^Ol in Jtme last year. 

AngfogOld, the world’s 
largest gold mining com- 
pany, which lists In New 
Ytarfc today; notched up its 
sixth successive quarterly 
.reduction to- costs. For the 
first six months;- operating 
coste were ¥247 an ounce, 15- 
per 'cetit down from the same 
.pertodJjfet year. 

Anglogbld has reorganised 
- Its '■ mining' assets to shed 
highest operations and 
focaa^on core assets. Last 
we^.^ahPOvmeed it had 
Sold^^ ahafts and a gold 
plarfefo African Rainbow 
(ARM), a small 
black empowerment com- 


pany. The deal followed 
ABM’s acquisition of seven 
loss-making shafts from 
Anglogold's Vaal Reefs gold 
mine last year.. 

Analysts said- Angtogold 
was ahead of the other 
South African - companies In 
-trimming fat and mov ing it$ 
assets work. • 

Gold Fields, its nearest 
rival and the second biggest 
gold mining company in the 
world, still ted mote to do. 
BQE SecutWes analy^' Ger- 
hard .Kemp said: “Gold. 
Fields has come' a long- way 
In the past six months but it 
stQl has about another year 
to go." • i.. .. 


-Gold Fields has cut jobs ! 
more than 16,000 in just a 
months and analysts belle 
the rate at which jobs we 
being shed .would slo’ 
"Now it is a question of gi 
ting people to be more pi 
ductlve," Mr Kemp said. 
.There. was also still sou 
reorganisation of assets 
be done. Mr Kemp believi 
Gold Fields* Eldorado, i 
Helena and Ubanon min 
did not fit and would-be sol 
■ The company alreai 
reached an agreement to a 
Its Evander gold min 
which cut 67 per cent of l 
labour force, to 10,00 
between . 1996 and this ysaj 
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IWDIA TOOTHPASTE MARKET SHARP DOWN 


Qnit’s Carriers aim to blaze low-price trail through Japan’s skies 


shares dive ays 
profits tumble 


A ri^w x3ass of atones seeks to challenge the country's existing operators following deregulation, writes Alexandra Harney 

A brash new cla ss of ting on travellers’ renewed 
low-cost Jananesa air-- valne-ctmsdousness, as wen 
Hues 'riding a wave ol as the vulnerah&ttv of ®dst- 


By Amy Louisa Knufa 
in New DdU 

The price of Colgate- 
Palmolive India shares has 
fallen about- 14 per cent raj 

the Bomba? Stock Exchange 

over the past two days fol- 
lowing the release of flrst- 
quarter results showing net 
profits down Shandy. 

On Monday the Bombay- 
based subsidiary of the US 
company revealed first-quar- 
ter net profits of Bs85m 
(S2m). compared with 
BfiSilm last year. Net sales 
fell from Rs2.34bn to 
Rs2.27hn. 

The shares raided yester- 
day down Rsl7.fi at Rs218. 

The company said the 
results were “in line with 
investment plans and reflect 
significant step-up in busi- 
ness building expenditures 
behind core brands and 
strong product launches”. 

However, analysts said the. 
weak showing stemmed 
from the erosion of Colgate’s 
dominant position in India’s 
toothpaste mgrkt* 

Colgate is the market 
leader, with, a 56 per cent 
share. AtuI Kastogf, an ana- 
lyst far UTI Securities, said 
it lost 4 per cent' of its mar- 
ket share in the past six 
months owing to fierce com- 
petition from Hindustan 
Lever, the Indian arm of Uni- 
lever. the Anglo-Dutch food 
and consumer products 
group. 

In the past two years, Hin- 
dustan Lever, which co n trols 


about 86 per cent jjf the 
Indian toothpaste nmrket. 
has been aggresslv^r pro- 
moting its' brands cSdbb-UP 
and Pepsodant “It’s hem a 
kind of two-flank str at egy," 


In response, Colgate 
increased its advertising 
spend, putting pressure rax 
its ma rgtow According to the 1 
c omp any , mar k e ti ng invest- 
ments for the first quarto: of 
this year were doable that of 
the same period a year . 


However. Mr Rastogl said- 
sales cnpttnncd to foil and: 
Colgate had yet to demon- 
strate a strategy to cou n ter 
Hindustan Lever's pr es s ure, 
“They'D have to bmovate i 
much more than they have j 
been doing in the past*, he 1 
said. 

Meanwhile, RecUtt A Ool- j 
man of HmUa, snwhpy wm l 
sumra goods company, ye» 
today revealed net profits of 
R<nH>1wi for the six 
ending July 4, a pfautf 
RslT&LSm during the first six 
months of last year. 

Analysts attributed the I 
decline to the Calcutta-based 
company's decision last 
autumn to transfer its best 
known brand Hne. Detfeol to 
a new joint ve nture Dettol 
products had aocrauded for 
about one-third of the total 
turnover. 

hi early trading on Tues- 
day. its shares fell 4 per cent, 
but recovered to dose up 
Rs7.25, or 2A per cent, at 
RsSlO.75. 


/ABiies riding a mom of 
doregnlataiy re fonps and 
ilrade agreements is 
to emulate their US and 
g imj pe ah ooin Hta p a rCS^gd 
-adze k dg^fipant dart of 
fixe domestic market. • _ 

If successful, they «mld 
dnke up fhe Jt&axae tar- 
Une indnsiry, -whSch has 
been fog 

by a staid triumvirate' of' 
higb-cost carriers. 

Skymark Ahfines, a law- 
cost carrier modeled on 
Southwest AirBnesi, the ido- 
nacr of. low-cod glriUe • in 
fixe US, last month received 
gove rnm ent approval to fly 
bet we en Tokyo m^Rflcrato 
inst«fiieo».^®a a ^maik, 
which «m offer fira^jthafi’ 
flja price of tbe cstUppshed 
carrietB, would he Aaam*8 
first new viriine in a^yvars. 

Several ofljsr tompaek car- 
riers, such as aBgkfcaldo 
hate nw rinnal Ai rihuas t<i 
Bbi Asia Airway^ jk» gear- 
ing up to laundb: at 

discount fares ’^between 
Japan’s Uggost ctfi ps - These 
could lndude w' flight 
between Tokyo and Sapporo, 
the most heavily travelled 
route in the wcodd. according 
to HSBC Jamea CwA 

The new afrifoes are beV 


ting on travellers’ renewed, 
valne-ctmsdouaiffiss, as wdl 
as the vulnerability of exist- 
ing carriers to ‘km-ooet com- 
petition, in Japan's pro- 
longed economic 

With the esbddfobea.tszri- 
«s struggfing agnih^ dedin- 
- tog craxsumor demand amid 
Japan’s econauiic tarrock, it 
may be just the risht tons to 

enter the market Unusually 
.high debt levels and plung- 
ing Bales have already weak- 
ened ANA, Japan Air l-lwo* 
and Japan Air Systems, the 
three incumbent carriers. 

Unto rece n tly government 
regulations had protected 
the airlines from competi- 
tion. However, recent 
reforms and a trade accord 
with fixe US have loosened 
re s tricti ons on fores, created 
more slots at Japanese air- 
ports and opened the market 
to price competition. 

The established carriers 
certainly look financially 
unsteady. ANA fell from 
profits of YSLdbn into Y7J2hn 
(*©5m> losses last year, and 
suspended its dividend for 
the first time in 30 years. It 
has a debt-to-eqtdty ratio of 
7 to 1, according to HSBC 
James Capd, and YSOLStm in 
each reserves. Moody's, the 
credit rating agency, 
recently downgraded ANA’s 





m im 

ae Ml 


lu acou e d debt from AS to 
BaaSb one notch above junk 
bond status. The agancy low- 
ered Ms reting of Japan Air 
Lines debt to BaaS earlier 
this year. 

Ike carrion have some of 
the highest cost structures 
In the industry. Japanese 
airlines pay their pilots an 
avraage of 80 per cent more 
than their US competitors, 
according to HSBC James 
Cape!. The operating cost 
per avenge seat-mile at 
ANA, at U.82 cents, is 
nearly twice that of United 
Airlines, the US carrier. 
Japan Air System spends 


16 cents per average seat 
mile. 

The incumbent airlines 
have tried to lower costs by 
cutting wages, selling assets, 
and transferring less profit- 
able businesses to subsid- 
iaries. Earlier this month. 
Japan Airlines launched 
Japan Airlines Express, a 
subsidiary that flies two 
domestic short-haul routes. 
Jex is not discounting fares 
but has cut its labour costs 
to half those at Japan Air 
Lines by hiring f oreign pilots 
and paying them cm the 
basis of productivity rather 
than seniority. In Japan. 


where lifetime employment 
has made age tbe primary 
determinant of wages, Jen’s 
pay scale Is unusual. 

The threat of price compe- 
tition from the start-ups has 
already prompted incumbent 
carriers to lower their fares. 
The three established air- 
lines announced discounts of 
1540 per cent on flights out 
of Tokyo, Osaka and Nagoya 
from this autumn. 

Analysts say the rare-dis- 
counting trend is likely to 
continue. Paul Smith, ana- 
lyst at HSBC James Capd. 
estimates domestic ticket 
prices will fall 30-40 per 


cent in the next five years. 

"Domestic fares are not 
sustainable at current levels. 
The Incumbents’ fear of new 
entry, rather than the new 
entrants themselves, "**■«* 
that the Incumbents will 
probably lower fores," Mr 
Smith says. 

However, even with 
increased price competition, 
significant changes in the 
industry will not happen for 
several year*, analytes warn. 

The pace of deregulation and 

the number of available 
Uniting slate at lepinmir air- 
ports will determine the suc- 
cess of the new start-ups. 

"Clearly the success of 
these new airlines is depen- 
dent on the regulation. They 
live and die by the band of 
tbe Ministry of Transport. If 
tbe ministry decides to give 
them tbe right slots at good 
times in the day, they will 
do well. But if not, (hare Is 
no way they can make a 
profit," says Douglas Hay- 
ashi. industry analyst at 
HSBC Jamas Capri. 

While the new carriers are 
likely to capture only a 
small share of passenger vol- 
umes initially because uf 
limited capacity, their entry 
Into the market could signal 
a period of turbulence for 
the existing alrUnat. 


_ , NEWS DIG EST __ 

TELECOM M UNICAnOHS 

KDD and partners win 
Japan-US cable order 

A unit of Kokusai Denshtn Denwa, tfie Japanese telepoms - 
group, has Jokrtiy won a $1.15bn order wfth three other 
compares to bund an undersea cable system connect in g 
Japan and tte US. KDD Submarine Cable Systems said 
the three other companies were Alcatel Submarine Net- 
works, a unit of^ France's Aktetri'jpo^* Japenk Fugtsu- 
and NEC. The trans-Pacflic cable sysfeax^^Nch wiB be 
owned toy 33 Wg teteconvnunteattons carHefs,:rixouki 
begin operations in the second quarterof^QQfi, KDD said. 
K wfll have an Initial capacity of 80 gigabits a second, • 
equivalent to 968,000 skhuftaneotartifisi wffh the potential 
to be upgraded to 640 gigabits a -saoo n dr or 7J74m calls. 

The order was placed by 12 canfarsi Inchxflng Nippon 
Telegraph and Telephone, AT&T and British Tefecommunl- 
cations, whit* wifl each Invest $51m far tha oonsfructian 
of the undersea cables. Reuters, Tokyo " 

FINANCIAL SERVICES. ’• !f-. • 

IBM iii alliance with Visa 4 

International Business Machines has a formed an afianpe 
with Visa International and Ada Pacific to provide Interne- ■ 
five services In south-eest Asia. The Interactive Financial 
Services Affiance was designed to. help banks and other 
institutions develop industry standards for electronic com- 
merce, IBM said. The alBance Includes institutions operat- 
ing In Singapore, AustraHa, Indonesia. Korea, Hong Koing, 
Taiwan and Thailand, The other members of the affiance 
are ABN Amro, Barik of Western Australia, Infomas Qroup 
of Indonesia, Korea’s Kookmin Bank, and Australia's Royal 
Bank and St George Bank. 

IBM-srid the affiance frrtanded to develop s t anda rd s" and 
services compatible with integrion Flnantial Network, an 
electronic financial services consortium owned, by 18 big 
North American banks, IBM aid Visa. Reuters, Singapore 


THAILAND ' ' ' 

TT&T unable to repay loans 

Thai Telephone and TeIe«)fhmur*ations, thacoiintry’s 
provider of fbced-firwi^ ^te^xhone services to provincM.. 
areas, arid yesterday it was unable to repay tong-tom 
syndicated loans worth a pp rox im ately 5830m. Like many 
other Thai companies hut by the country's devaluation, 
TT&T - which is -partial owned by NTT of Japan -arid 
this week ft was asking cracfitors to delay principal repay- 
ments, but It would continue to make Interest payments. 

The company said that the rally way to sort out T T&Ts 
debt probtems was to reach an aoreemept writh the state- 
owned Tetajihbne Oigantoaflon of Thailand to reduce reve- 
nue sharing payhnenis to the government TT&T executives 
“had originally believed an agreement to reduce such pay- 
ments, amounting to 43.1 per cent ^ aff revenue, would 
be completed by AprIL ' ^ 

■ The -Thai -govaTKnaTt has totficatedF-lfcls wfHtog.to negoti- 
ate a reduction, but only as part erf a wider ^ te.wwwt 
revanue-riwing agreements to eq uity as a yriuge.to P»- 
vatktetton. Telecommunications pdvatiarikaxhua bean 
mooted since 1992, but no progrees has" been made. 

Ted Bardadw, Bangkok 


INSUR ANCE 

Prudential Asia to keep ICICI 

Prudential Asia, a unit of the UK insurer] raid : 

would retain Industrial CrecK A tmestn^ Corprflndta • 

as a partner once foreign and private aoctoroOTripHjjfo®; 

are a&ed to enter the Indan tosutmx 

•normous potential In life assurance In India, said Mark ■ 

has bwn growing at 13 per cert a yea- fbr.the past four , 
to five vaaV Prudential has a 65 par ^ ^ ^ . 

bentlal-lHci Asset Jto«gert)ent,wt**manaoes kjeri 

^ThSSi? l gov^ient promfcjedin tis anoual .budfle tdn 

Jurtelto opw 

Coro of indfo are the stato-<wn^.pTw>opo^^rtoe 

sector. AIVOJ, Bombay f 
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"NEWS DIGEST 


INTERNET RETAILING 


Amazon.com expands 
with two acquisitions 


INSURANCE 


Willis takes Mexican stake 


Willis Corroon, the UK insurance broker currently the tar- 
get of a £851 m ($1.4bn) bid by Kohlberg Kravis Roberts, 
the US leveraged buy-out specialist yesterday agreed to 
acquire a 50 per cent stake in Rourohier Marquard 
Zepeda Agente de Seguros y de Fianzas (BMZ), 

Mexico's third largest insurance broker. BMZ has been 
part of Willis's global retail network since 1995. 

Willis also announced me completion of the merger of 
Corea Corretaje de Reaseguros, the reinsurance broker 
of Venezuela's largest financial institution, with Its own 
reinsurance operation in Caracas. The group has also 
entered into an agreement with Rorrto Aralca & Asocta- 
dos, Venezoula’s largest retail hsurance broker. 

“With these new arrangements in Mexico and Ven- 
ezeula, two of the region’s most important economies, 
we have significantly extended the reach of our global 
network and laid the foundation for further development 
In Latin America," said John Reeve, executive chairman 
of WlHrs. The group also confirmed the acquisition of the 
leading Italian Insurance broker Gruppo ftaf. It wiff then 
merge Gruppo ttal with UTA Willis Corroon, to form Vlfillis 
Corroon Italia, which wil rank In the the top three insur- 
ance and risk management groups in Italy, and will be 50 
per cent owned by War®. Jim Kelly 


CORPORATE TRUST 


Chase buys PNC Bank unit 


Chase Manhattan is to acquire the corporate trust and 
escrow business of PNC Bank. Under the agreement 
terms of which were not disclosed, about 6,000 accounts 
with outstanding debt of about $55br for which PNC 
now serves as trustee or agent wifl transfer to Chase 
Manhattan Trust “While PNC’s business is profitable, we 
anticipate the need for increasing levels of investment 
going forward and have chosen to focus our resources 
on other businesses." said Nancy Wolcott executive 
vice-president for institutional and Investment trust ser- 
vices of PNC. AFX News, New York 


TENDER NOTICE 

UK GOVERNMENT EURO 
AND ECU TREASURY BILLS 

For tender on 11 August 1998 

1. The Bank ol England announces the issue by Her Majesty's 
Treasury of euro 300 miftfon nominal ol UK Government Euro 
Treasury Bits and ECU TOO mfflon nominal of UK Government ECU 
Treasury BBs. lor tender ana bid-yield beds on Tuesday, 11 August 
1988. An additional euro 50 mWon nominal of Euro Bis wi be 
allotted directly to the Bank of England (or the account ol the 
Exchange Equa li sa tion Account 

2- The BBs to be issued by tender wffl be dated 13 August 1998 
and wifl be In the (dewing makrUes: 

ECU 200 mjJiton of ECU BUJs for maturity an 10 September 1998. 
ECU 500 mutton of ECU BHte lor maturity on 12 Novaafaar 199a. 
euro 300 mteton of Euro BUs for maturity an 11 Febnary 1999. 

3. The tenders w* be open to anyone who wishes to apply. Afl 
tenders must be made on the printed appBcaHo n forms avateMe on 
request from the Bank of England or. in the case ol the market 
makers Bated In the Euro Bffl Information M e m oran dum and the ECU 
Bril Information Memorandum (as supplemented), by telephone. 
Completed applcation forms must be lodged, by hand, atthe Bar* of 
England. Customer Settlement Sendees. Ttireadneedte Street. 
London not later than 10.30 a.m., London time, on Tuesday, 
11 August 1998. Payment for Bills aBotted wB be due on Thursday, 
13 August 1998. 

4. Each tender at each yield for each maturity must be made on a 
separata ajspflcatfon form for a minimum ol euro 300,000 nominal or 
ECU 500.000 nominal respectively. Tenders above this minimum 
mint be In multiples of euro 100,000 nominal or ECU 100,000 
nominal respectively. 

5. Tenders must be made on a yield basis (calculated on the basis 
of the actual number ol days to maturity and a year of 360 days) 
rounded to two decimal places. Each applcation form must state the 
maturity date of the BUs for which application is made, the yield bid 
and Ihe amount tendered for. 

6. Notification will be despatched on the day of the tender to 

applicants whose tenders have been accepted in whole or fn part 
For applicants who have requested crecflt of Bids to global form to 
their account with Eurocteer or Cede! Bar*. BBs vrtl be credited in the 
relevant systems against payment. For applicants who have 
requested definitive Bills, Bills wfll be available for coUsctton at 
Customer SetfemerS Services, Bank of England after 1 JO pjrt on 

Thursday, 13 August 1998 provided cleared funds have been oetfted 

to the Bark of England's ECU Treasury BBS Account No, 59005516 
with UoyQs Bank PLC, Bank Rotations, Si George's House, PO Box 
787. fr-fl Eastcheap. London EC3M ill. Definitive Euro BAs wfll be 
avaiabie to amounts ol euro 10,000, euro 700,000, euro 1,000,000 
and aura 1 0.000.000 nominal. Definitive ECU Bfewl be evafctote to 
amounts of ECU 10,000. ECU 50,000, ECU lOOjOOO, ECU 5001100, 
ECU 1,000,000, ECU 5^00,000 and ECU 10.000.000 noafoat 

7. Her Majesty's Treasury reserves the right to reject any or pert of 
any tender. 

6. The arrangements for the tender are set out in more detai in the 
toformatton Memorandum on toe UK Government Euro Treasury Bit 
programme issued by toe Bank ol England on behalf of Her Msfcety* 
Treasury on 7 July 1998. the tnfonnatfon Memorandum on the UK 
Government ECU Treasury Bfil progr a mme issued by the Bank of 
England on behalf of Her Majesty's Treasury on 28 March 1989, aid 
to supplements to the ECU B Q Information Memorandum. AQ tenders 
wiR be subject to the provisions o( the Information Memoranda (as 
supplemented) and to ihe provisions of this notice. 

9. The euro 50 nflonot Euro Bflls to be aBotted directly to the Bank 
of England far the account of the Exchange Equafeation Account wM 
be for maturity on 11 February 1999. These BUa may be made 
available through sate end repurchase transactions to martet makers 
to order to faefflate setttemenL 

10. Copies of (he Giro Bffl Homtafiofl Memorandum and ECU Bi 
Information Monarandun (and supplements to tq may be obtained 
from the Manager. External Debt, Foreign Exchange DJvfalcn a? the 
Bank of England (telephone number 01 71 601 5982). UK 
, Government Euro Treasury Bits and UK Government ECU Tresswy 
Bills are Issued under the Treasury BUs Acf 1877, the National Loans 

Act 1968 and the Treasury ms Regulations 196Q as amended. 

Bank ol England 
4 August 1998 
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Amazon.com. the leading on Bra bookseller, is to acquire 
two internet companies in stock deals valued at $ 2 80 m - 
the latest sign of toe company’s expansion beyond the 
web-based book market The Seattle-based company, 
which recently began selling compact discs online, 
announced yesterday toe purchases of PlanetAII. a Mas- 
sachusetts company that runs an internet-based organ- 
iser with address book, calendar and reminder service - 
and 1.5m members - and Jungiee, a virtual-database 
company based in California. 

Amazon.com said it expected to issue approximately 
800,000 shares for the PlanetAII deal and another 1.6m 
shares to acquire Jungiee. PlanetAII offers integrated ser- 
vices within other internet sites, inducting Lycos and 
GeoCities. Amazon.com said the company would operate 
as a whdty-owned subsidiary in Massachusetts. 

Amazon.com’s shares rose $1% to $109% in eafy 
New York trading. John Labate, New York 


TELECOMMUNICATION S DISSATISFACTION WITH PREMIUM PAID FOR TELE SUDESTE CELULAR FOLLOWS THAT OF RBS PVE R TEJLESP__.__ 

NTT, Itochu question Telefonica-led bid 


i By Geoff Dyer and Jonatitan 
j Wtieattey in SSo Patdo and 
Known M er c ha nt in Tokyo 


NTT and Itochu of Japan are 
reviewing their participation 
in a consortium led by Tele- 
fonica of Spain, which suc- 
cessfully bid for a Brazilian 
cellular phone company in 

last week’s privatisation of 

Telebr&s, the telecoms 
group. 


Itochu, one of Japan's five 
biggest trading groups, said 
yesterday that the two Japa-. 
nese companies were recon- 
sidering tbetr investment in 
the consortium after Telefon- 
ica had lodged a bid well 
above the maximum price 
agreed by the partners. 

Carlos PadSha, a represen- 
tative of Itochu in BrazlL 
said that Telefonica did have 
approval to bid at whatever 


level it felt necessary to win 
the auction. However, if the 
bid was. above the agreed 
maximum price,' the two Jap- 
anese companies had the 
option to reconsider their 
participation in the consor- 
tium, be said. 

The Telefonica-led consor- 
tium . bid RS2.36bn 
(USSLlttm) for Tele Sudaste 
Celular. the mobile phone 
company in the states of Rio 


de Janeiro and Espirito 
Santo. B was one of 12 com- 
panies auctioned for 
RS2£05bn last Wednesday. . 

Several of the winning 
consortia in last week’s auc- 
tion are negotiating the sale 
of stakes to new partners.- 

Telefonica said yesterday it 

was in talks with MCI of the 
DS about buying a stake in 
Embratrt. the long-distance 
company, and with Portugal 


Telecom about acquiring a 
Shareholding in ■ the Sdo 
Paulo company. . 

At the time of the auction. 
NTT Mobile Communica- 
tions, part of NTE. bad an 
as per cent stake and Itochu 
had 5£ per cent in the con- 
sortium which bid for the 
Bio cellular company- 

However on Monday,, 
when the consortium paid a 
40 per bent instalment, Tele- 


fonica was forced to raise its 
shareholding to 93 per cent 
The Spanish group is also 
holding discussions with 
RBS, its. Brazilian, partner in. . 
Tdesp. the Sio Paulo, fixed 
line business, which claimed 
last week that it had been 
-shocked" by the level of 

Telefonica’s ft$5.78hn bJd for 
the company. . 
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Brazil groups 
shrug off tough 
loans market 


Growth pains take their toll on P&G 


Plans to lift sluggish sates have not met expectations, writes Richard Tomkins 


By Jonathan Wheatley 
hi Sao Patdo 


Two of Brazil’s biggest 
banks reported improved 
first-half performances yes- 
terday, despite slower eco- 
nomic growth and tougher 
lending conditions caused by 
a doubling of Interest rates 
following the Asian crisis. 

Banco itaA, the country’s 
second biggest p rivate sector 
bank, said income was 30 per 
cent higher than a year ago, 
while operational expenses 
grew less quickly, by 25 per 
cent, allowing net profits to 
reach R5394m <US$33&5m>, 
up 14 per cent on last time's 
R$34Sm. 

Government-controlled 
Ranm do Brasil, the coun- 
i try's biggest bank, said net 
profits leapt 44 pear cent from 
RJ 287.7m last year to 
Rffl&n. 

Most of the improvement 
came from its holding in 
National Treasury notes 
resulting from a government 
capitalisation in 1996. 

Both banks have yet to 
publish full balance sheets 
for the period, preventing 
detailed analysis of their per- 
formance. 

But Carlos Fonseca, a 
banking analyst at Banco 
Fator ln.SSo Paulo, said both 
bad produced good returns 
under difficult conditions. 

"Banco do Brasil - has 
clearly gained from its hold- 


ing in fixed-interest papers, 
enabling it to gain on the 
spread as overnight rates 
have fallen." he said. 

-Some of that gain will 
continue in the second hair, 
although returns will be 
smaller. With Itad, it’s 
harder to say where the 
earnings have come from, 
but the result is a good one." 

Interest rates have fallen 
steadily since last October's 
increase, hut the risk of non- 
performance remains high, 
forcing many banks to look 
beyond credit operations to 
improve earnings, 

Mr Fonseca said many 
banks had turned to trea- 
sury activities, while most 
bad succeeded in keeping 
operational costs under con- 
trol despite a wave of merg- 
ers and acquisitions in the 
industry. 

Banco Bra&esco, Brazil's 
biggest private-sector bank, 
earlier reported first-half net 
profits of R$431m, down 
from R$443.6m last year. The 
reduction was largely due to 
the cost of absorbing its 
recent a cquisition of Banco 
BCN. 

Itad continues to Invest in 
modernisation at Baneij, the 
Rio de Janeiro state hank 
acquired last year. 

During the first half it also , 
bought control of Banco del 
Buen Ayre of Argentina, 
doubling Its operations in I 
the country. ' • •• ! 


T o look at Procter .& Gam- 
ble’s share price over 
the last few days, you 
would think the world’s big- 
gest consumer products com- 
pany was in danger of a prof- 
its collapse. 

Admittedly, the stock mar- 
ket as a whole been 
down. But bow does one 
account for the fact that 
P&G’s share price tumbled 
more than 13 per over 
the three trading days to 
Monday’s dose? • 

Yesterday, the company's 
shares bounced bads a Utile 
I in. spite of the stock market’s 
fell, gaining $13 to $77g in 
early trading. Yet at that 
level they were still, more 
, than 17 par cent down from 
the high of $94 they hit as 
recently as July 6. 

The biggest portion of the 
share price decline began on 
Thursday after the company 
released its results for Its 
fourth quarter to Junto 
The figures themselves did 
not disappoint investors: net 
profits, up 12 per cent to 
$68&n, were tn hue with ana- 
lysts’ forecasts. But the mar- 
ket was shaken more by 
worries about the future 
than the past 
Specifically, analysts were 
concerned aboutjhe tone of 
a telephone conference in 
which P&G warned it was 
likely to miss' its growth 
targets over the next two 
quarters. 



PfoctsfarGamble 
Stent jftfetoffl 



John Pepper the sates goal he 
announced test year Wt a wair 


lb put the growth targets 
in context, it is now just 
over a year since John Pep- 
per. P&G's normally redu- 
sive chairman and chief 
executive, stood up at an 
analysts' conference in New 
York and set a goal of dou- 
bling the company's sales 
and unit volumes every 10 
years. 

Until then, the company 


emerging markets and 
expand its predominantly US 


recently raised prices in 
some categories. 

Analysts said PAG bad 
been much more, cautious 
than usual during its confer- 
ence call, warning that the 
sales volume weakness seen 
in the last quarter was 
continuing into the present 
one. 

Amy Low Chasem an ana- 
lyst at Goldman Sadis, said: 
“I think investors are con- 
cerned because the volume 
recovery has been- ft long 
time coming and. keeps 
getting delayed. They have 
reached the point where 
they actually wont to see the 
volume recovery because 
that is what drives the 


businesses such as paper tis- growth in. the long term. 1 


sue, snacks and health care. 

Today, it would be an 
exaggeration to say these 
efforts have hit a waff But 
through a combination of 
factors, they are foiling to 
live up to expectations. In 
the latest quarter, the vol- 
ume of goods sold worldwide 


had achieved steady and sat- rase by only 3 per cent, and 
isfactory profit growth. - Bat even less excluding acquisi- 


this had come largely 
thro ugh efficiency gains, and 
investors had been disap- 
pointed by its sluggish sales 
growth. . 

Mr Pepper set out to 
ffhango tMg by making top- 
tine growth the company's 
priority, seeking to increase 
its market share in core cate- 
gories, increase sales in 


tions - for short of the 7 per 
omit level needed to deliver a 
doubting every decade. 

Investors might have had 
more sympathy if Asia's eco- 
nomic crisis were to blame: 
but in foot, it played only a 
amnij part in the shartfolL 
More seriously, volumes 
were weak in the US and 
Europe, where P&G has 


Ms Low Chasen said she 
believed the problems were 
short-term, having to do 
with promotional activ ity by 
competitors in response to 
P&G's price increases. "I feel 
confident that, over the long 
haul, they will achieve good 
growth." she said. 

The short-term, outlook, 
however, may be less prom- 
ising. One way Mr Pepper 
aims to increase sales is 
through efforts to introduce 
successful new products. But 
these are costly to develop 
and can tike time to catch 
on. In the meantime, inves- 
tors could be in for a rough 
ride. 
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Citibank wins control of Confia 
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By Henry Tricks to Mexico Cfljr 


Mexican authorities 
yesterday said they would 
cede control of ‘*iniervmled , ’ 
bank Confia to Citibank of 
the US following an almost 
three-month delay after an 
alleged money laundering 
scandal. 

Citibank said it paid $195m 
for the bank last Friday, 
including $l50m injected as 
fresh capital to shore up the 
ailing institution. Mexico’s 
National Banking and Secu- 
rities Commission conse- 
quently agreed to liberate 


the bank this week from its 
year-long Intervention. - 

The purchase, the first by 
a US bank of a Mexican 
financial institution, has 
been, a prolonged headache 
for Citibank. During the 
early stages of the sale nego- 
tiations last year, the gov- 
ernment arrested Confia’s 
former owner Jorge Lan- 
kanan on fraud charges and 
seized the hank from. him. 

Tn May, Citibank 
announced the closing Of the 
transaction, but within days 
- and before any money had 
changed — Confia was 


one of three banks indicted 
in the US on. charges of 
money laundering. Confia. 
Mexico’s llth largest bank, 
had $ )9m in assets frozen in 
the US and could face $6 m in 
fines, bank officials said. 

The scandal almost forced 
Citibank to pull out of the 
deal, hankers said, but it 
approached - US and Mexican 
authorities to strike a com- 
promise. 

; It promised the US Federal 
Reserve to impose strict 
systems to prevent money 
laundering at Confia as soon 
as the bank was bought. 


Banking officials said the 
Mexican government also 
agreed to put the $6m in pos- 
sible fines against Confia in 
an escrow account, to be 
paid if it is-found guilty. The 
measures insulated Citibank 
against any fall-out from the 
money laundering charges, 
bankers said, enabling the 
sale to go ahead. 

Citibank had originally 
planned to keep Confia’s 
name, which means "Trust” 
in Spanish. But following 
the scandals, it now will 
change the name to Citibank 
at all Confia branches. 


US investors grow wary of merger fever 


Acquirers’ share prices have fallen as the volume of deals has risen, writes Daniel Bdgler 


Friday October 2 
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T he US mergers and 
acquisitions boom may 
have passed a 
high-water mark. The deals 
are still coming thick and 
fast the volume of transac- 
tions reached $964bn hi the 
first six months of this year, 
more than the total for all of 
1997. But judging by their 
increasingly critical reac- 
tion. investors may he tiring 
of the frenzy. 

As recently as this spring, 
chief executives could expect 
a rapturous reception when 
they announced a big take- 
over - as demonstrated by 
the 20 par cent leap in the 
stocks of Travelers and Citi- 
corp when' they : unveiled 
their merger in early April- 
More recent deals have 
fallen on stonier ground. 
Bell Atlantic and (7FE both . 
saw their shares foil when 
they announced their recent 
$50bn engagement Those of 
AT&T have dropped 10 per 
cent since it revealed its 
$46bn takeover of TCI a 
month ago. And insurance . 
group Conseco has dropped 
almost 30 per cent since it 
agreed to acquire Green Tree 
Financial a ' deal 

announced just a day after 
the Travelers-Citicorp 
merger. • • 

In nine of the 11 giant all- 
share mergers launched over 
the past four months, the 
“acquirer’s' 1 share price has 
not only underperformed the 
stock market but fallen in 
absolute terms. The only 
exceptions are Travelers and 
NationsBank, which is swat-, 
lowing BankAmerica. 

A dozen deals hardly; 
amount to a statistically sig- ' 
nificant sample. And there . 
may be good reasons why 
the market has reacted : 
poorly in each instance. 
AT&T’s takeover, for' 
instance, is fiendishly com- 
plicated and heavily dilutive 
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to earnings per share. Both 
Bell AtJanBc-GTB and SBC: 
Ameritech face a struggle to 
get their, deals approved by. 
regulators. 

But Investor scepticism 
extends beyond these cases, 
and beyond mega-mergers in 
general. In 60 per cent of 
acquisitions . worth more 
than $5bn this year r -the 
predator’s share price has 
dropped,, according to 
CommScan, - an ; M&A 
research firm. And the 
declines are getting sharper. 
Henry Tafoo at -ConwnScan 
says that 30 per cenir <i£ this 
year's deals have seen a foil 
of uKsesjEhan S per cent com- 
pared^ with 13 per -emit of 
deals fit 1997. . 

This contrasts markedly 
wtth ^reesat years. A study of 
l'&Kf deals- over the past 
decade, carried out by 
investment bank J.P. Mor- 
gai^‘ showed/ that market 
reaction to aeqaisitimut was 
posHfyei 1 on' average, and 
'.befib^tog more so as- the 
1990$' went on. The analysis, 
wbiffi -meksured the acquir- 
er^ ktock price five days 
after a deal waa 
anjeomSspd, also suggested 
acquisitions were 
DBiY^siigirtly'' less well 


received than cash deals and 
that the market seemed to 
prefer larger transactions. 


S o what has changed? 
The flood of deals has 
undoubtedly blunted 
enthusiasm. It has been hard 
to applaud a management's 
vision when it seems to be 
simply imitating its peers, a 
charge that could be levelled 
at any number of banks and. 
telecoms companies - by for 
the two most active sectors. 
The sluggishness of the 
stock market over the past 
few weeks is also a fector, 
since all-share deals work 
best when, confidence is hi gh 
and prices rising. 

- More Important, - investors 
are increasingly - wary of 
companies overpaying. On 
the face of it, premiums. - 
measured by comparing the 
offer price with the share 
price five days prior to 
ajmouncement - do hot look 
that high. At an average of 
25 per cent for 1908, they are 
in line with recent years. 
But factor in ' the ' bull .mar- 
ket, by comparing the offer 
price with the prioe-a year 
wlier, and the average-pre- 
mium leaps to 61 per' cent - 
its highest for five years. 


Rick Escherich, head of 
J-P. Morgan’s analysis policy 
group, says: “In the past, 
acquirers have been fairly 
careful when it comes to 
using their stock, and share- 
holders have given them 
credit for that But this may 
be changing." Even Warren 
Buffett, notorious for not 
wanting to part with Berk- 
shire Hathaway’s equity, 
splashed out $22bn on Gen- 
eral Re in June - . and saw 
Berkshire’s stock drop I5.per 
cent afterwards. 

Most mergers are sup- 
posed to produce synergies 
that offset any premium 
paid. But there are worries 
on that front, too. Cost 
savings, while relatively 
easy to achieve, are In dan- 
ger of being competed away, 
if rivals are also merging. 
Mean while", the market is 
Justifiably sceptical of gran- 
diose forecasts of revenue 
synergies, such as gains 
from cross-selUng. In prac- 
tice, these have proved very 
hard to realise. 

Add in the growing popu- 
larity of socalled mergers of 
equals, which often blur 
m a na gement responsibility, 
and it is not surprising that 
investors are growing wary. 
Notably, both Sandy Weill 
Travelers chairman, and 
Hugh McColl. NationsBank 
chief, have strong records In 
integrating purchases. 

It is too early to tell how 
this summer’s crop of merg- 
ers wil! turn out But given 
the market is astute at valu- 
ing takeovers, the suspicion 
Is that there are some poor 
In. the making.- Uope- 
the negative reaction 
to recent deals wifi force 
managers contemplating 
takeovers to think harder 
about whether, they will 
actually create value. If that 
slows the merger boom, it 
would be no bod thing. 
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Nat West surprises by extent of recovery 


COMMENT 


By George Graham, 

Banking Editor 

National Westminster Rank 
rebounded from last year's 
disastrous results with a 49 
per cent improvement in 
first-half profits to £967m 
(Sl-6bn) before tax. 

After adjusting for the 
effects of disposals and one- 
off provisions, underlying 
profits rose 28 per cent to 
£1.14 bn. The investors' 
response to the surprisingly 
good results pushed the 


shares up 107p to £1146. 

Lord Alexander, chairman, 
said- W 1 think one can prop- 
erty describe this as a turn- 
around. The underlying prof- 
its show there is much more 
that we can achieve." 

For the past three years. 
NatWest has been the lag- 
gard of the UK banking sec- 
tor, disappointing its share- 
holders with a series of 
strategic about-turns and 
mishaps, such as last year's 
discovery of large losses in 
its options trading book. 


Its performance in the six 
months to June SO. however, 
took investment analysts by 
surprise, with results in all 
Its main business sectors, 
and especially the core UK 
banking operation, exceed- 
ing the market's forecasts. 

The group' s post-tax 
return on equity climbed to 
18.1 per cent, ahead of its 
long-term target of 173 per 
cent AD the group's main 
business units produced 
returns in excess of 25 per 
cent, except its Lombard 


consumer flrmnnp and leas- 
ing division and Greenwich 
NatWest, the debt-focused 
investment banking opera- 
tion bom out of toe ashes of 
the old NatWest Markets. 

Derek Wanless, chief exec- 
utive. said NatWest kept 
acquisition opportunities 
under review but these were 
not a priority. 

NatWest has taken a can- . 
ficus view of the UK’s eco- 
nomic prospects, reining in 
its lending in anticipation of 
a slowdown later this year. 


However, credit quality 
remained strong in the first- 
half, with group bad debt 
provisions dropping to 
£207m from £292m a. year 
earlier. 

Lord Alexander said he 
still wanted to step down 
next year, after 10 years as 
chairman. 

NatWest bought back 
£250m of its shares in the 
first half of the year and said 
it would continue repur- 
chases at a slower pace in 
the second half. 


US investors pull plug on electricity supply sector 


Rationalisation is in the air again, reports Andrew Taylor, as 
the ‘for sale’ sign is put up outside London Electricity 


A further round of ratio o- 
alisation of Britain's 
£27bn sales a year elec- 
tricity supply industry has 
lurched into life with the 
announcement of disposals 
by two large US investors. 

On Monday Entergy, the 
tmder-perfomung New Orle- 
ans power group, announced, 
plans to sell London Electric- 
ity as part of a $4bn refinan- 
cing. The proposals came 
just weeks after Dominion 
Resources of Virginia agreed 
to sell East Midlands Elec- 
tricity for almost £2bn 
($3.3 bn) to PowerGen. 
Britain's third largest gener- 
ator. 

The sales represent a 
rethink by some of the US 
utilities which have paid a 
total of almost £l4bn since 
1995 to buy nine of the 14 UK 
regional electricity supply 
companies. 

Texas Utilities only five 
months ago won a bitterly 
fought battle with Pacifi- 
Corp, a rival US utility, to 
buy Energy Group - the 
UK's largest electricity sup- 
plier - for almost £4.5bn. 
PacifiCorp could now be a 


contender to buy London 
Electricity which Entergy 
bought just 18 months ago 
for £l.27bn. 

US groups initially were 
attracted by low valuations 
of British power companies 
by comparison with US utili- 
ties: the prospect of gaining 
a foothold in a more liberal- 
ised UK electricity sector 
and the potential to use 
Britain as a springboard to 
invest in continental Europe. 

Cash-rich energy groups in 
the US faced with low 
returns in strictly regulated 
home markets saw toe UK 
as a desirable safe haven 
where electricity market lib- 
eralisation was more 
advanced offering poten- 
tially higher rates of return. 

So why might perceptions 
of some US investors have 
changed? Firstly share 
prices of electricity utilities 
have risen sharply making- it 
more difficult for later buy- 
ers to achieve earnings 
enhancement 

Electricity company share 
prices, which fell by alm ost 
a third against the FTSE All- 
Share Index between Janu- 


ary 1995 and October 1996, 
have since risen 40 pa- cent 
against the market reflecting 
the bid activity. 

Secondly. US investors 
have become concerned 
about the prospect of 
tougher price controls in the 
next regulatory review 
period, covering 200005. 

Regional electricity com- 
panies operate the local 
wires which carry power to 
consumers, as wen as selling 
the electricity itself. 

To e ns are fair competi- 
tion. the regulator wants 
companies to run distribu- 
tion and supply businesses 
under completely separate 
managements in different 
buildings and using separate 
information technology 
systems. This will increase 
operating costs of electricity 
supply and distribution, 
potentially diminishing 
returns. 

US investors also have 
been disenchanted by wind- 
fall taxes and restrictions on 
construction of gas-fired 
power stations imposed by 
the Labour government The 
measures have emphasised 


toe vulnerability of the UK 

sector to political and regu- 
latory controls despite liber- 
alisation. Even so there 
should be no shortage of 
potential bidders for London. 

Companies which can sell 
a greater variety of products 
to the biggest possible cus- 
tomer base will be the vic- 
tors in the new liberalised 
domestic market. Retailers 
Tesco and Tandy already 
have forged Hnfcs with elec- 
tricity suppliers, such as 
Norweb and Yorkshire. 

T he first 500,000 domestic 
customers should be 
able to choose to move 
to a new supplier from next 
month. Companies like East- 
ern and Scottish Power 
expect the market eventu- 
ally to consolidate around 
half a dozen large utilities 
o f fering a range of electric- 
ity, gas, and even, water con- 
tracts to at least 5m -6m cus- 
tomers each. 

Leading competitors in 
this market are expected to 
Include generators such as 
PowerGen, gas suppliers 
such as Centrica, which 
trades as British Gas, United 
Utilities, which owns Nor- 
web and Northwest Water, 


and Hyder. which owns Swa- 
!ec and Welsh Water. 
Southern, the only stand- 
alone independent left 
among the original 14 priva- 
tised electricity suppliers, 
also has signalled its .inten- 
tion to become a leading 
national participant. 

British Energy, the 
nuclear power plant opera- 
tor, is another possible bid- 
der for London Electricity. 

International bidders 
could include US utilities yet 
to break into the UK market, 
such as PacifiCorp. Nor- 
mura. the Japanese trading 
house which expressed an 
interest in baying Energy 
Group before the knock-out 
bid from Texas Utilities, 
could be another candidate 
for toe hand of London. •• 

European electricity com- 
panies might also be per- 
suaded to cast a glance over 
the UK market if they could 
be satisfied that national 
and EU competition authori- 
ties could be reconciled. 

The British . government's 
recent decision to run distri- 
bution and supply oper- 
ations under separate 
licences could assist compa- 
nies that mig ht want to buy 
only one of these businesses. 


Pearson placing 
to raise £328m 


Rank plans disposals 


By Scheherazade 
Danes&Mui 


By John Capper 


Shares in Pearson, the media 
company that owns the 
Financial Times, yesterday 
gave up most or the gains 
they had made on Monday 
following strong interim 
results when the company 
seized the opportunity to 
place 28m new shares. 

The shares fell 65p to close 
at £11-35 after rising 80p on 
Monday. The decline came 
as Pearson issued shares 
equivalent to 3 per cent of 
its equity capital, and some 
brokers said the shares were 
over-valued. 

Pearson raised £328m 
lS541m) towards the SS.Tbn it 
is spending to acquire the 
educational publishing busi- 
nesses of Simon & Schuster, 
the book publishing arm of 
Viacom. The sale is expected 
to go through later this 
year. 

The placing of shares, by 
C-azeuove & Co and Goldman 


Sachs at £11.35 each, had 
been expected following 
approval of the Simon & 
Schuster acquisition by 
Pearson shareholders last 
Friday. 

However, Pearson had said 
it might Issue shares equiva- 
lent to 10 per cent of its capi- 
tal base. By only issuing 5 
per cent it was able to avoid 
a rights issue, instead opting 
to raise equity via an auc- 
tion of new shares. 

Among cautious state- 
ments by analysts, Panmure 
Gordon said it calculated 
Pearson to be worth 985p a 
share on a sum of the parts 
model. This included valuing 
the FT at £753nx and educa- 
tion at £3.9bn. 

Other analysts said they 
remained positive about 
Pearson shares, although it 
was difficult to draw strong 
conclusions from the first 
half because earnings were 
heavily weighted towards 
the second half in education. 


Rank Group is preparing to 
sell a n umb er of businesses 
to focus on a core group of 
branded activities. 

The diversified leisure 
group's 53 nightclubs, its US 
holidays business and even- 
tually Oasis, the £H0m 
($182m) holiday village 
opened in the Lake District 
last year, are expected to be 
sold. 

Rank will also seek an exit 
from its investment in Uni- 
versal Studios Florida, the 
theme park it owns in a joint 
venture with Seagram of 
Canada. This would proba- 
, bly be effected via a flotation 
a year after a second theme 
park is opened at the end of 
1999. 

Andrew Teare, chief exec- 
utive. who has come under 
increasing pressure to dem- 
onstrate adequate returns 
from a £1.8bn investment 
programme, said yesterday 
Rank would concentrate on 
its main brands, principally 
i Deluxe - Us film services 



Andrew Taarac under pressure 

and video duplication busi- 
ness - Hard Rock Cafes. 
Mecca bingo, Odeon cinemas 
and Haven holidays. 

Rank also reported a rise 
in pre-tax profits from £85m 
to £94m for the six months 
to June 30. However, exclu- 
ding exceptional, profits 
dipped from £8?m to £84m on 
turnover up 5 per cent at 
£901m. The result was at the 
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CONTRACTS & TENDERS 

REPUBLIC OF LEBANON 
MINISTRY OF PUBLIC HEALTH 
COUNCIL FOR DEVELOPMENT AND RECONSTRUCTION 
INVITATION TO BID 

I. The Lebanese Government bas received a loan (No. 3829-LEB) from the International Bank for Reconstruction 
and Development (IBRD) for the Rehabilitation of tot Health Sector ra Lebanon (Contract No. 2420). It is intended 
that part of the proceeds of this loan be applied to ctigftfe payments under the contract for the procurement of 
Medical Equipment and Instruments for the Ministry of Public Health. 

X The Council for Development and Reconstruction (CDR), on behalf of the Ministry of Public Health (MOH), 
inrites you to submit sealed bids from your company for the supply of Medical Equipment and Instruments for 
Public Hospitals. 

3. The Inspection of bidding documents and further information may be obtained at the following address : The 
Council for Development and Reconstruction - Taflet el Serail - Beirut Central District - Facsimile (961-1) 854494 - 
647 947 -Telephone (961-1) 981431 - 2 - Telex No. : 42490 CDR LE - Beirut -Lebanon. 

4. A complete set of bidding documents may be purchased, as of Thursday August 6, 1998, upon payment of a urn- 
refundable fee of USS 200 in toe form of a banker's certified check In dm name of toe CDR. 

5. Bids must be delivered to the address mentioned above no later than Monday September 14, 1998 before 12:00 
hours local time. 

6. Bids will be opened in a public session at 12:00 hours local time on Monday September 14, 1998 at toe offices of the 
Council for Development and Reconstruction. 


Brendan Coo 

lower end of expectations 
and prompted a 6 per cent 
fall in the share price to 
3O0p. Sir Denys Henderson, 
chairman, reiterated his 
hacking for Mr Teare, who 
was appointed Just over two 
years ago. 

Mr Teare said returns of!5 
per cent in toe second year 
on new projects were being 
achieved. 

GM dispute 
will take 
£llm from 
LucasVarity 

By Andrew Edgeclllb-JoInBOfi 

industrial disputes at 
General Motors, which were 
only resolved last week, will 
hit LucasVarity's income by 
dim ($i8m) in toe second 
quarter of 1998, toe automo- 
tive and aerospace group 
said yesterday. 

Engineering analysts 
reacted to the figure, which 
is equivalent to 0.5p off toe 
company’s earnings per 
share, with relief as it came 
at toe bottom end of their 
expectations. 

Some forecasters had 
feared that LucasVarity's 
profits could suffer by as 
much as £30m from the stop- 
pages at GM. The Shares ral- 
lied on the news, but closed 
just ftp higher at 213Kp. 

The company, which will 
report second-quarter and 
interim results on September 
9, added that “this adverse 
effect on .the braking 
systems segment has been 
partially offset by generally 
favourable conditions else- 
where within the group". As 
a result, it expects to report 

higher sales and profits in 
the second quarter than it 
did in the same period of 
1997 when operating profit 
before exceptional items was 
£90m, on sales of £Li5bn. . 

Charterhouse Tilney 
expects pre-tax profits before 
exceptional items to rise. 
from £!48m to £lS0m for the 
first six months. 


The group’s Tier 1 ca p i t a l 
adequacy ratio climbed to 7.7 
per cent, wall above its 65 - 
7 per cent target range, offer- 
ing room for Anther repur- 
chases, hut Mr Wanless said 
share buy-backs -would be 
constrained by the group’s 
tar position , until next 
ApriL 

■: The interim dividend will 
rise to U-8p (lfrfip) on head- 
line earnings per share of 
4L2p, up from 3Qp a year ear- 
lier and just 16-9P in the sec- 
ond half of 1997. 


Laporte 
in talks 
to buy 
Inspec 

By Virginia Hank 


Laporte yesterday moved to 
capitalise on falling valua- 
tions in toe UK 
sector with the announce- 
ment that it was in talks to 
take over Inspec Group, Its 
smaller rival 

Inspec said toe two compa- 
nies were in advanced, dis- 
cussions that were expected 
to lead to a recommended 
cash offer at about 340p a 
share. This would value the 
speciality chemicals busi- 
ness - a £4Qm buy-out from 
BP in 1992 - at close to 
fiflOOm <$990m). - 

Its shares, priced at 160p 
on flotation in 1994, rose 
99%p to 332‘Ap yesterday, up 
from a low of I79p a year 
ago. Laporte shares rose sp 
to 656p. 

Laporte, which has been 
through, a wide-ranging reor- 
ganisation under chief exec- 
utive Jim beng, has long 
been expected to make a 
sizeable acquisition. 

. Dresdner Kleinwort Ben- 
son bad predicted that, with- 
out an acquisition, the 
Luton-based group would 
have net cash of £i39m at 
the year-end. It said yester- 
day a deal at 340p would be 
neutral this year blit would 
enhance earnings by 6 per 
cent in 1999, before expected 
cost savings. . 

The move is the latest sign 
of consolidation in the sector 
- which has bees badly hit 
by the strong pound and toe 
economic crisis in Asia - 
and follows last year’s 
£L42bn acquisition of Allied 
Conoids by Ciba oT Switzer- 
land. 

• “One of the problems for 
many UK speciality chemi- 
cals companies is that their 
customers and suppliers are 
often a lot bigger than they 
are," an analyst said. "Merg- 
ers like this, even if the fit is 
not very obvious, gives them 
toe critical mass they lack." 

Inspec; advised by Lazard 
Brothers, is expected to 
unvefl interim pre-tax profits 
of about £20.7m when it 
reports today.' Laporte is 
being advised by Deutsche 
Bank. 


At last! After years'of debfli-' - y 

tatliug. attrition... iri the 

trendies of investment bank- 

tng, some' good. news . from .-.r 

National Westminster -Bank. 

Profits. significantly outstrip- - .s".ii J wL •. . 
ped consensus forecasts, and. -• • 

returns are - , improving: UV -y- 

indeed, the l8.l/_per cent ;-i? ■ \ - f \ 

return .on equity outstripped yW • - • \ a II; 

the group's^ fun-year target of ;-s~ 1 dir 

17.5. per cent, progress, of / I r U \ 

course, comes off a low. base. •• 7n - i ll 

But the hreadiih of improve- ■ W‘ - 

mpn t and quality of earnings . . ff y 

gives confHence that a sua— f-fe L - . ■ .. Jv : lJ— . . - rrJ ; 

tunable recovery is under . 
way.. The iact that senior 

management is able, to focus * 7 -. - 
an the business instead of perpetually fire-flghttag in invest- 
ment h»nWng can only help- The difference shows. Adjusted 
income growth of 3 per cent , was hardly startling, but 
curbing cost growth to l per cent was a real achievement. 
Two considerable rhnilwnywt remain. One is to boost the 
.returns of Greenwich NatWest, its debt and structured prod- 
ucts business, from jwsf 7 per cent up to the group leveLTbe 
other is to show foa * toe much-touted new retail hank can 
deliver toe goods, especially in terms of cross-selling bene- 
fits.. If NatWest can pUU these o 8, and stay away from other 
banana ckinc . shareholders will have much to be pleased - 
about 

like all hanks. NatWest will suffer from an economic 
slowdown. But credit quality remains good, and the share 
price rally have further to run before toe numbers 
turn down. A target of £13, up from £11.46. ought to be 
achievable. 

Rank 

As hard as they tried, Rank's spin doctors failed to talk 
down toe interim results enough. The rambling leisure 
group still disappointed with a 3 per cent fall on last year's 
meagre pretax profits. However, with bid speculation twirl- 
ing around a substantial discount to break-up value, there is 
a short-term floor to toe shares around 300p. 

Andrew Teare. chief executive, should: be under no fllu- 
skms that his survival depends on tangible progress by toe 
frill-year results. The long list of underperforming busi- 
nesses for sale, stretching from US holidays to Oasis resorts 
and UK nightclubs, is encouraging: But the real test will be 
returns on investment in brands. Hard Rock, where Uke-for- 
fike sales fall 7 per cent, is much-watched, but Mecca bingo, 
Odeon rrinounnH «mf Batons holidays must improve too. 


rosco partner 


By Jonathan Foid 

Stagecoach, the diversified 
transport operator, is seek- 
ing a joint venture partner 
for Porterbrook, its rolling 
stock leasing company, 
(rosco), to protect its posi- 
tion in the increasingly com- 
petitive market for new 
trains. 

The group is in. prelimi- 
nary discussions with banks 
about a tie-up, which would 
involve toe partner provid- 
ing Porterbrodk with finan- 
cial backing far fiiture deals. 

Porterbrook, which leases 
rolling stock to train opera- 
tore, has financed orders by 
securitising -the future 
income from leases and sell- 
ing it to bond investors. . 

However, it faces intensi- 
fying competition from toe 
other two rosebs, owned by 
banks, and from financial 
institutions seeking to enter 
the market. This has 
prompted concern that Por- 
terbrook could miss out on 


orders because of its rivals’ 
access to cheaper capital. 

Brian Sonter, chairman, 
.said the group had started 
exploratory talks because it 
. wanted -a level playing field 
between Parterfaroak and its 
competitors.' *We 'are not a 
bank, so we would consider 
a financial partner if it 
helped us to grow the busi- 
ness.” he said. 

Porterbrook. which Stage- 
coach bought for £825m in 
1996. inherited a roiling 
stock portfolio of about £lbn 
from British Rail at privati- 
sation. It has been responsi- 
ble for two thirds of the 
SGOOm firm cades far pas- 
senger trains since then . 

The joint venture would 
not involve Porterbrook's 
existing portfolio. 

Analysts described the 
move as logical because Por- 
terbrook ’s comparatively 
expensive funding costs 
were set to become a prob- 
lem as government subsidies 
to toe industry declined. 


REPUBLIC OF CAMEROON 
MINISTRY OF IRE ECONOMY AND FINANCE 

INTERNATIONAL CALL FOR BIDS 
FOR THE PRIVATISATION OF THE 
CAISSE RATIONALE DE REASSURANCE (CNR) 

As part of Its program of restructuring and privatising public and semi-public 
enterprises, foe Government of Cameroon wishes to establish a new reinsurance 
company, in collaboration with private sector investors, to replace the Caisse 
Nationals de Reassurance. An international call tor bids is being launched to And 
a shareholder to acquire a majority stake of at least 51% of the shares of toe 
new company. The minimum amount of overall caprtai is set at CFAF 1 Billion 
(FF 10 Million or USD 1 .67 Million). 

Local insurance companies are willing to take a minority stake in the new 
company. They are also offering to support toe reinsurance company through toe 
voluntary cession of a part of their insurance business. 

Parties seeking to take a majority stake ip toe new Cameroonian reinsurance 
should be professional reinsurance companies with reputable and financially 
sound backgrounds. The government will allow companies without the necessary 
reinsurance expertise to take a majority stake in the new Cameroonian 
reinsurance company under conditions spelled out in the information 
memorandum and terms of reference. 

Cameroon is at the centre of an economic and monetary union (CEMAC) 
grouping six countries In central Africa. Investors wrH enjoy immediate access to 
the insurance marirets of Cameroon's neighbours. 

Potential Investors can obtain an English or French information memorandum on 
this privatisation project along with a complete package of tender documents by 
contacting: . 

M. Samuel Qbam-Mbomok 

Director of Economic Controls and External Finance 

Ministry of Economy and Finance 

Postal Box 24 Yaounde . 

RepubRc of Cameroon 

Tel: (237) 23 35 27 or (237) 22 49 53 

Fax:(237)233527 

Or V • 

Mr Georges Ononemang 
Chief, insurance Division 
Ministry of toe'Economy areTRnance 
Postal Box 24 Yaounde 
Republic of Cameroon ' 

Tel: (237)22 21 09 ; 

Bids should be received by no later than Monday, September 21st 1998 a! the 
Ministry of the Economy and Finance's office s (as -above). 

The Hnhlflr ot State tor the economy and Finance 
■ - LE IflnsiRE DELEGUE 
_ . Pr. Jean Marta GANKOU 
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PROFILE JURGEN SCHREMPP, CHAIRMAN OF DAIMLER-BENZ 


Snakes and ladders 






Haig Simonian and Graham Bowley chart the climb to the top 
of a corporate animal driven by an insatiable appetite for power 

jorgen Schrempp's out in the normally smooth many's more consensual 
P 3 biography recounts world of German big busi- culture. 


Jflrgen Schrempp's 
P biography recounts 
an episode when the 
Daimler-Benz chairman was 
warned by a colleague to 
take care because the 
group's Stuttgart headquar- 
ters were a “snake pit". 
"And I am the king of the 
snakes," Mr Schrempp coolly 
replied. 

Such bravado has won the 
53-year-old boss of Ger- 
many’s biggest industrial 
group the reputation of 
being a consummate corpo- 
rate animal with a talent for 
deft manoeuvring. "He is 
very conscious of power. He 
is not looking to share 
power. He wants to be the 
clear leader," notes one 
observer. 

The mystique has been 
Fuelled by the string of vic- 
tims the burly Mr Schrempp 
has muscled aside on his 
ascent to the top. The list 
includes heavyweights such 
as Helmut Werner, who 
headed Daimler-Benz’s car 
and truck activities before 
being outmanoeuvred early 
last year. 

But it is an injustice to Mr 
Schrempp to portray him as 
only an unusually adroit 
muscle-man. For a start, that 
judgment ignores the rough 
edges that make him stand 


"While his ambitions 
recall Alfred Herrhausen 
[the urbane Deutsche Bank 
boss who was killed by ter- 
rorists in 1989], his personal- 
ity is completely different," 
says one semi-admirer. 
"Both wanted to be centre- 
stage. but their styles and 
characters could hardly he 
more diverse." 

Unlike the silky Mr Herr- 
hausen. whose eloquence 
and intellect pointed as 
much to a career in politics 
as in banking, Mr Schrempp 
is cut from rougher cloth. He 
makes much of bis time in 
the no-nonsense world of 
commercial vehicles. Often, 
with cigarette in hand, he 
seems more at home with a 
beer tankard or wine glass 
than a balance sheet 

Such contrasts have made 
him one of Germany’s best 
known but most controver- 
sial businessmen. At home, 
he is viewed as both hero 
and villain. Germans recog- 
nise him as the reformer 
who saved Daimler-Benz 
after the excesses of Edzard 
Reuter, its previous boss, but 
also as a renegade supporter 
of "Anglo-Saxon" corporate 
ethics, which sit ill with Ger- 


many's more consensual 
culture. 

It was under Mr Reuter 
that Daimler-Benz mush- 
roomed Into a diversified 
technological empire, mak- 
ing everything from flight 

equipment to freezers. The 

vision failed and it was left 

to Mr Schrempp to sort out 
the mess. 

He shook up Daimler- 
Benz’s stodgy culture, axed 


‘If you suggest 
something and he 
(ikes it, then it's 
easy. “Let’s do it" 
he says 1 


jobs and dismantled swathes 
of bureaucracy. The process 
was expensive, prompting 
massive one-off charges lead- 
ing to a stunning DM5.7bn 
($3.14bn) net loss in 1995. 

Mr Schrempp’s medicine 
drew heavily on the profit- 
oriented dlctums of Jack 
Welch of General Electric. 
"Neutron Jack" - so dubbed 
because of his ability to 
destroy jobs while leaving 
buildings intact - soon gave 


Essential guide to Jurgen Schrempp 


Unconventional beginnings: Started as a 
mechanic at the Mercedes-Benz dealership 
in his home town of Freiburg in southern 
Germany. The grease-gun gave way to the 
gown when he took an engineering degree 
at a nearby technical college. 

Cftmbtng the ladder? Daimler-Benz's 
corporate hierarchy beckoned. From the age 
of 23, Mr Schrempp spent the next 17 years 
at head office in Stuttgart. 

His first big break: Came in 1974 with a 
move to the South African subsidiary. Eight 
years later he departed as the local board 
member for engineering, it was a fecund 
time for upstart German executives in South 
Africa. At BMW, Bemd Pischetsrieder, now 
group chairman, was learning about 
marketing under Walter Hasselkus, then the 
company’s South African boss and now 
head of Rover. The three remain friendly. 

Tough in trucks: In 1982 he moved to 
Cleveland to run, and ultimately close, the 
Euclid heavy trucks subsidiary. Even after 
returning to Germany In 1987 after a second 
stint In South Africa, he remained a trucker. 


High flier: Deutsche Aerospace, created 
during Daimler-Benz's expansion under 
Edzard Reuter, needed a no-nonsense boss. 
Winning the job also secured Mr Schrempp 
full membership of the Daimler-Benz board. 
He bought and restructured businesses to 
1 rival the leaders in the skies. 

TUrbulence at the top: Mr Schrempp's 
, career peaked wife his app oi ntm e nt as 
Daimler-Benz's chairman in June 1994. By 
the time he started almost a year later, 
conditions had deteriorated. Mr Reuter’s 
diversification had failed to deliver profits 
and aircraft makers were in a spin because 
of the weak dollar. Mr Schrempp's 
acquisition of Fokker, the Netherlands-based 
regional aircraft manufacturer, had turned 
sour. The ill-judged purchase ended in team 
when Daimler-Benz withdrew its support Mr 
Schrempp’s position as chairman remained 
unassailable. He overcame resistance from 
rival Helmut Werner to his plans to 
streamline the group by merging Mr 
Werner's car and truck fiefdom into the 
parent company. 


way to “Neutron JOrgan" in 
German corporate parlance. 

Whether at Mercedes- 
Benz, aerospace aim Dasa, 
or even financial services. 
Mr Schrempp reminded 
employees that jobs were not 
their birthright. 

Such tactics, coupled with 
a firm embrace of "share- 
holder value" and demand 
for a 12 per cent return on 
capital employed, were 

uncommon to Germany but 
an immediate hit to London 
and New York. Daimler- 
Benz’s share price soared as 
analysts bought the coun- 
try’s first big restructuring 

story of the mid-1990s. 

The rfianBPg were echoed 
in products and strategies. 
Diversification into small 
cars, initiated by Mr Warner, 
was pursued; the area of 
commercial vehicles was 
expanded, notably through 
the buoyant Freightliner 
subsidiary in the US. - 

And at Dasa. Mr Schrempp 
divested, or closed loss- 
makers such as Domier and 
Fokker while building up 
more lucrative businesses, 
most recently as part of 
Anglo-German efforts to 
rationalise Europe’s bloated 
defence industry. 

Mr Schrempp's reformist 
zeal peaked in May with the 
surprise takeover of Chrys- 
ler, the smallest but most 
profitable of America’s "Big 
Three" carmakers. Proxy 
statements to shareholders 
this week should reveal that 
DaimlerChrysler will fully 
meet Mr Schrempp's ambi- 
tious profit targets. The 
wind is in its sails. Both 
companies have announced 
record first-half results and 
promised more to come. 

Even in the world's big- 
gest industrial merger. Mr 
Schrempp has positioned 
himself firmly in the driver’s 
seat Although sharing 
power for the first three 
years with Bob Eaton, 
Cbrysler’s redoubtable chair- 
man. Mr Schrempp wfll be 
the uncontested bass there- 
after. 

But such whirlwind corpo- 
rate activity, much admired 
abroad, has not won the 
"Jfirgennaut" so many 
friends In- Germany. Critics 
say Mr Schrempp has de- 
stroyed thousands of jobs, 
squeezed pay and benefits, • 
and put Daimler-Benz’s 
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share price before the wel- 
fare of workers. 

Mr Schrempp's most 
famous clash with employ- 
ees came over their cher- 
ished sick benefits, which he 
attempted to cut in 1996, Tbe 
decision, not followed by 
other companies, triggered 
such ah uproar he was 
forced to back down. 

To his detractors. Mr 
Schrempp has imposed US 
business values an a proud 
German company and dis- 
rupted the long-standing 
social -contract' between 
employers and labour. 

Mr Schrempp and his sin- 
isterly named team of Issue 


managers" are too astute not 
to react “Shareholder value" 
has been replaced by the 
softer concept of "staker 
bolder value", which 
includes workers’ interests.. • 
And In interviews after the 
Chrysler deal, he lavikUjl 
praised Germany's system hf 
boardroom representation 
for workers, saying it was 
vital to long-term corporate 
success. But while Mr 
Schrempp may be transmog- 
rifying from tough guy iijto 
corporate diplomat,, his big- 
gest assets aro-stBMUrect- 
ness and decisiveness. What 
saved him in the case of Fok- 
ker, the Netherlands aircraft 


maker he bought to 1993 and 
subsequently abandoned, 
was his speed and single- 
mindedness. 

It was a dear-cut decision 
to exit Fokker. Perhaps oth- 
ers would have waited. He 
was wilitog to admit that he 
.made a mistake,” says Georg 
Stoner, car analyst at 
Bayerische Veretosbank in 
Munich. 

Last October's decision to 
re-engiheer Mercedes-Benz's 
gawky new A-Class small 
car ' and. the .even more 
riimtm itive Smart car after 
upsets to the now famous 
"elk test" revealed a similar 
willingness to bite the bullet. 


Colleagues agree. Jim 
Hebe, head of Freightliner, 
waxes lyrical about how it 
was only Mr Schrempp's 
decisiveness that allowed 
him to negotiate last year's 
acquisition of Ford's heavy 
truck business within the 
tight deadlines set by the 
vendor. "The whole deal was 
done to weeks." 

Paul Halata, head of Mer- 
cedes-Benz in the. UK and a 
former senior executive in 
Stuttgart, adds; "It’s a com- 
plete change from the past 
Under Schrempp, if you sug- 
gest something and he Likes 
it. then it’s easy. ‘Let’s do it*, 
he says." - 
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INFORMATION TECHNOLOGY BRlffS 


Making a play for 
urban music fans 
with small-scale 
internet audio 


A prototype of the world’s 
smallest internet audio player, 
the size of a credit card and only 
slightly heavier, has been 
unveiled by Japan's Kobe Steel 
and Nippon Telephone and 
Telegraph (NTT). 

The portable audio player can 
download audio data from the 
internet and replay it Instantly at 
compact disc quality over 
earphones or speakers, writes 
Alexandra Harney. Provisionally 
dubbed the SolidAudio, it is the 
product of a joint venture 
between the two groups. Sales 
are expected to begin In Japan 
early next year, with plans to 
expand Into the US and Europe. 

The player is likely to appeal to 
companies linked by networks, 
as weH as to the growing 
numbers of internet music fans. 
Through a simple cable hook-up 
with a networked computer, the 
player can download a selection 
of condensed audio data, store It 
permanently on a memory card, 
and replay it at the touch .of a 
button anywhere. The sound 
quality Is as dear as a CD’s, 
thanks to the TwinN/Q technology 
developed by NTT, compressing 
sound at a 1:18 ratio. 

The product is designed for 
portability and is aimed at urban 
commuters, ft weighs only 45g, 
partly because of an ultra-light, 
lithium-ion polymer battery made 
by Yuasa, the Japanese battery 
maker. The companies expect to 
market it at a price of Y20.000 
($143). 

The only other similar player is 
the MPman, produced by Z, the 
US software group. It uses 
similar sound compression 
technology, and sells for between 
$300 and $500. 

Analysis say that certain 
features of the SolidAudio, in 
patScuIar the amount of memory, 
are likely to limit rfs marketability. 
It can only store 25 minutes of 
CD-qualHy sound, and 50 
minutes of FM radio-quality 
sound. 

“I think the current model Is a 
strategic first step for these two 
companies, a test to find Its 
weaker points” says Maseru 
Koshita, electronics analyst at 
Deutsche Morgan Grenfell In 
Tokyo. 

The player is also likely to be 


1 limited by the avaflabSfty of 
condensed data sources on the 
| internet, as well as the copyright 
laws, particularly in the US, on 
music and other recorded data, 
the companies say. 

NTT and Kobe Steel are 
looking for “content providers”, 
or companies that can provide 
the condensed music data. The 
technological capabilities of 
these additional partners will 
determine toe success of 
SolidAudio, analysts say. 

Web www^otidaudte.jpn.net 


Easier phone calls 
over the internet 
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A UK patent has been filed for a 
device that could open up toe 
market for cheap or free 
long-distance calls over the 
Internet, increasing competition 
for big telephone companies, 
writes Andrew Baxter. 

Setting up an internet 
telephone call can be technically 
complex, so computer illiterates 
risk Tosing the opportunity to 
make worldwide phone calls for 
nothing or at local cad rates. 

Michael Rodrigues, a UK 
inventor, believes he has come 
up with an answer - the 
, Dedicated Automatic Internet 
Telephone (DAIT). The device 
plugs into a telephone socket 
and can be used immediately for 
internet telephony - although 
both parties have to be online. 

It uses flash memories to boot 
Itaetf up instantly when switched 
on, then logs on to the internet 
automatically and accesses a 
voicephone service provider so 
that it can make or receive a call 
- or surf the web. 

Three versions - a basic DAFT, 
a combined DATT/conventional 


The SofidAixSo: downloads audio data from toe internet for Instant replay 


phone and a combined DAIT/ 
mobile - could be available 
before C h ri s tmas, and a video 
verson with a camera and a 
large colour LCD monitor coukj 
come later. 

Mr Rodrigues, managing 
director of London-based 
Supertron, is pursiting licensing 
deals with mobile phone 
manufacturers, tf produced in 
large volumes, prices tor a basic 
DAIT could be as low. as £40 
($64), he says. 

Supertron, UK: tel (1 0)181 998 
6372, fax (0)181 998 1275 


Video cartridge for 
Sony camcorders 


Sony has launched a camcorder 
that records sound and pictures 
on a removable video cartridge 
instead of the more conventional 
video cassettes or memory 
cards, writes George Cede. 

The new camcorder, known as 
toe CCD-CR1E, is being 



marketed under the brand name 
Ruvi. Priced at £550 $907) in the 
UK, ft is as small as a 35 mm film 
compact camera and weighs 
370g when loaded with batteries 
and video cartridge. 

The Ruvi is based on Hi-8 
video technology, and toe video 
cartridge contains both video 
heads and metal powder tape. 
There is enough tape inside the 
cartridge to store up to 30 
minutee of moving video images 
Or 350 still video images. - 

Sony says the cartridge can be 
re-used several hundred times 
before the video tape shows any 
signs of wear. Sony plans to 
offer replacement video 
cartridges. 

The Ruvi is toe latest in a tine 
of super-compact camcorders. 
Only last month, Panasonic • 
announced the development of a 
digital video camcorder which . 
weighs just 440g. The reduction 
in size has been made possible 
by packing electronics 
components closer together, and 
using multipteHayer printed 
circuit boards. Users of Sony’s 
new compact camcorder can 
view recordings on a built-in LCD 
screen or by linking toe Ruvi to a 
television set or video recorder. 

Sony has also developed the 
Digital Mavicap, priced around 
£125, which is an image-capture 
device that can convert toe - 
Ruvi's still video images Into 
JPEG image fries that can be 
stored on a floppy disk or put on 
to too Internet 

Sony, UK t ef (0)990 111999: 
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The Ruvt records sound and 'mage on a removable video cartridge 


The latest article in the FPs \ 
weekly E-commerce aeries - on 
simple, Inexpensive programs- 
that efhnfriata the headaches of 
building a web store - appears 
tomorrow. 





competitive strategy, is about 
how the company is placed in . 
these markets relative to its 
competitors. 

' §o the subject of corporate ' 
strategy is the matching of the . 
capabilities of the company to 
the external envir onment that it 




The first stage in considering 
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CURRENCIES & MONEY 


Europe flounders In Dow’s wake ". 


SYNTHETIC EURO RATS 


BfflOPEAN OVERVIEW European markets elosed 


Haricots Bfltor 

Aa attempt at a rally by 
European stock markets 
petered out in the afternoon, 
as Wail Street beaded lower 
once more. 

While one of European 
investors' problems was 
solved — the yen inched up 
against the dollar - the 
weakness of the DS stock 
market continued. 

The Dow Jones inrtixtri^] 
Average fell nearly 100 
points an Monday and ha«| 
dropped more than 200 
points shortly after the 

F 15 E Enrotop 300 EBobinc ' " 

beta • 


The FT$g Enrotop 200 
index slipped 1 X 34 to 2J&&A3 
while the broader E n r o t o p 
SOD dropped 556 to 
The BTSE EWoc 100 tnttor, 
which comprises stocks in 
countries planning to jofn 
the euro, was also weak, fil- 
ing 3 L 52 to UMGL 79 . 

The buoyant outlook for 
corporate earnings, in 
Europe prorates some sup- 
port for the region’s bourses. 
■The latest consen sus earn- 
ings forecast from IRES, the 
information company, shows 
that, while US rod tJK prof 
its are expected to grow only 
around 5 pro cent this year. 

" ifv - 



Jm 1990 


* 0 : 7 ^ 


JV* * ' 

• y 



^■i 


■MrtTO 


mmmmmt 





•i 

■ IHHH BMTH BXW Eculia port ol TOON, - - 



h ■ 

/ 



op* 

SoUpncB 


iagM 

lam 

Ettrt 

Op* at 

rs. ' 



Sap 

95X80 

95585 

+4UXS 

95X85 

96X80 

191 

76678 




EMC 

96.130 

96,130 

*0015 

96.130 

86130 

10 

7464 




MV 

95095 

96005 

+0020 

96005 

96095 

100 

4727 


— 


XB 


95_065 

+0015 



D 

2090 


itodr,.:'. , 
**• :■ • 
sS.* ,-k-. 

*. •->. ; ••■:■■•■■ v i • 

r*K? j. fr • : 

r±.T- ' 

*•. 

v- 

fcj r“ * 

*-Vt • v 

-£--tVi* V 

•*» frr «■!•* 

-Irt* 

V ' 


'■ IT* 

•• J 

»Zz 
M: Sc^ 
i«t. 

"■Ml- !v; 

• =: r. T.c 

:*!» n; 


■ TBHBE Wjng BSIO IjWlOtaS QJFFf) Balm ports ai W 0 % 


SBftt 

MM 

Bag 

Srt 

CALLS - 

Oct 

DM 

Mg 

S«P 

86000 

96125 

0 

0 

Ditto 

0 

0145 

0175 

arts 

0240 

OSS 

0240 


■ FT8E BBDTOP 100 MBE FUIBBEB (tfEEl EoflO pg rt Mb port 

Open Stttuto Oange Mgti l« tfttf Opao tat 
Sep 28BSX 28000 +8X 28958 28958 25 12*6 

Dec 29210 +AX O 73 

M» +0 ■ 0 8 

■ Earn STYLE FTSE»«rraP1BfiM)eC0niCM {*00 EcalOptriBdKintt 

2800 2B2S 2B0 2819 2010 2025 2RS 2000 

CPCPCPCPCP C^CPCP 

urn BSUoBsoMonsHsmais 

sep W73nsionMiiiBaii4n.taaw9.i9 

Urint. fte» ton taunt Mt <060 . Pneriw tan Mined u uu prion. - 


OTHER INDICES 


continental European profits 
growth is predicted to be in' 
double digits. 

Estimates fro German cor- 
porate profits in 1998 and 
1999 .were edged down in 
July by £5 percentage points 
and 1A points iropectfofty, 
but growth is still expected 
to be 266 pro cost this year 
rod 145 per cost mart. 

French and Italian earn- 
ings fimeasta arastUl being 
revised upwards. French 
profits are expected to grow 
by 1 SL 8 per cent in 2996 rod 
15.4 per cent Jn 199 % Italian 
by 576 per cent this year 
and 17.7 pro cent next. 

The worst performing 

European sector yesterday 


was infarmafran technology, 
which tumbled 29 per cent, 
as further profit-taking in 
software giant SAP. after its 
Mew York listing on Mon- 
day, sent-tbe shares down 
ECU 2630 to Ecu 62165 . 

Telecommunications 
stocks were lower, with the 
sector losing 2 per cent. 
Deutsche Telekom dropped 
Ecu 050 .to Ecu 25.13 white 
France Telecom declined 
Ecu L 40 to Ecu 5950 . 

.He more defensive finan- 
cial utility stocks man- 
aged to inch higher against 
the trend, with Dutch insur- 
ance group Aegon a notable 
gainer, up Ecu 3.40 to Ecu 

83.96. 
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We created the EMU 
Broad Market Index. 
Now we’ve 
widened the view. 


Merrill Lynch’s EMU Broad Marker Index was rhe 
first to crack performance across all sectors of rhe combined 
EM0 ^yesuocm grade debt market. 
f : v-\ Nbw we ve added the Sterling Broad Market Index 

r Oiroesunent grade) and che European High Yield 
‘■Market Index. 

; " All ttjgedjer, they present a uniquely comprehensive 
^picture of- the entire European Bond Market. 

■>* As with any Merrill Lynch Index, they are also 
fc - ; * completely transparent. 

»4r' : You can view and/or download both index- level- 

■ 't'. ■ 

y.i. and fK>nd-level derail and the indices are supported 
■^i>y a comprehensive analytics system delivered via 
V’Z'iifaie Bloomberg* service fIND<GO>). Returns are also 
^^filQished daily, on Reuters (MERINDEX). 

'3Bbf Ae world’s second hugest fixed income 2 one» . 
: *Jt> an.:enhahcmeiir of the first importance. 

•y.% /B&r further information, contact your local Merrill 
r I^tudj reprcscncanve or our Global Index Group in London 

at 44 171 867 4242 or in New York at 212 449 5533. 
Ihe difference is Merrill lynch. 



Merrill Lynch 

A tradition of trust. 


MEM «l M* rn m u pttfic MttVi Mb 

ti orner mortal. 
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INTERNATIONAL CAPITAL MARKETS 


Traders await Japan developments 

govehhmeht BOHos~~ Worries over Russia dog JP Morgan’s EMBI index 


By Jeremy Grant m Loudon and 
Jota Labato in New Yoric 


Core European bond prices 
ended slightly h ighgr yester- 
day but volumes were slight 
as traders held their fire 
ahead of further develop- 
mpnts in Japan and on the 
foreign exchange markets. 

Markets failed to build on 
Monday's robust start to the 
week. However, some ana- 
lysts said there was a grow- 
ing sense of scepticism over 
the prospects for govern- 
ment measures to stimulate 
the Japanese economy. 

Tokyo is set to announce 
its tax-cutting plans on Fri- 
day. Until then , bond ana- 
lysts said the yen could stay 
depressed against the dollar, 
which in turn would buoy 
bond prices. 

David Coleman, chief econ- 
omist at CEBC World Mar- 
kets, said the market had 
little to focus on yesterday 
and was also looking to Fri- 
day’s release of US non-farm 
payroll data far Inspiration. 


US TREASURIES were 
higher in thin trading at 
midday after an initially 
weak start to the dollar 
against the yen and as 
stocks tumbled on Wall 
Street 

The 30-year bond, the 
benchmark for long-term 
interest rates, was up A by 
early afternoon to 106§, 
yielding 5.648 per cent 

The 10-year note rose % to 
101 A. yielding 5.432 per cent 

while the two-year note was 

up & at 99%, yielding 5.442 
percent 

"It’s a bit of a schizo- 
phrenic market today,” said 
Patrick Dimick, Treasury 
market analyst at Warburg 
DOlan Read. 

The market opened with a 
sluggish start as the dollar 

fell back against the yen. By 
mid-morning, however, 
prices were on the rebound 
as stocks tumbled. 

The lack of economic data 
added to the directionless 
tone, with the week’s main 
data on employment due out 
on Friday. 

Early in yesterday's ses- 


The J. P. Morgan emerging 
markets bond index (EMBI) 
rase only marginally in July 
as investors worried over 
Russia's ability to pay its 
debts, writes Jeremy 
Grant- The BdBI tracks total 
returns - capital 
appreciation plus interest 
earnings - for external debt 
traded on secondary 


markets. That includes 
Brady bonds, loans, and 
eurobonds, as weD as US 
dollar local market products 
in emerging markets. 

Emerging market debt has 
taken a battering in the last 
two months, due to renewed 
concerns over the health of 
some Asian economies - 
particularly Japan - and 


Russia’s struggle to meat 
short-temulebt obBgatJons 
in the domestic bond 
market- This weakness has 
been a significant factor in 
the recent buoyancy of 
global gover nm ent bond 
markets. - 

Russian debt was the . 
month's worst performer, 
faffing by 7.78 per cent 


Chinese 
enterprise 
to list 
convertible 


Matif in move 


By James Sartfog in Shanghai 


to stop voiai 
price swings 


sion the Conference Board 
released its index of leading 
economic indicators, which 
fell 0-2 per cent in June. 

UK GILTS were the focus 
of European trade, closing 
up ahead of the Bank of 
England’s monetary policy 
committee meeting today 
apd with industrial produc- 
tion figures doe today. 

The MPC announces the 
results of its deliberations 
tomorrow. Although the 
market has priced in no 
change in UK interest rates, 
traders are nervous given, 
the Bank’s recent focus on 


wage inflation. Eric Fish- 
wick, international econo- 
mist at Nfltko, said a firmer 
tone in sterling yesterday - 
particularly against the 
D-Mark - might have helped 
reduce the chance of a tight- 
ening of monetary policy. 

“My feeling is that you’re 
reasonably safe above 
DM2.90 [to the pound]. 
Famous last words, but 1 
think that’s the case. We 
also get more and more evi- 
dence of an economic slow- 
down and the Rank should 
be taking this on board, 1 * he 
said. 


The September 20-year gilt 
future settled 0.10 points 
higher at 109.59 in volume of 

44.000 contracts traded. In 

the npnh mark at the Spread 
between the benchmark gQt 
and German bund mrrtrrurtx 
widened by two basts paints 
to 119. 

GERMAN* BONDS ended 
narrowly mixed and were 
♦airing their cue mostly from 
US Treasuries. 

The September 1 9-year 
bund future settled up 005 
points at 109.75 In volume of 

369.000 contracts trade in 
Frankfurt. 


Investors get ready for WorldCom offer 


EhQ]ERIMT10H^^ 
By Vincent Boland 


Activity in the US dollar 
market picked up sharply 
yesterday, with investors 
seeking to get their issues 
away before a giant offering 
of up to $5bn from World- 
Com, the US telecommunica- 
tions group, which is expec- 
ted to be priced tomorrow. 

RIO UNTO CANADA, the 
funding arm of the UK min- 
ing and commodities group 
Rio Unto, made a rare foray 
into the dollar market with a 
3300m 5-year bond priced to 
yield 48 basis points over the 
relevant US treasury. 

At that spread, the bond 
was priced at the level at 
which dollar issues of other 
UK corporates, including 


d rinks group Diageo and gas 
utility BG. were trading in 
the market, and was attrac- 
tively priced for an issuer 
with a higher rating than 
either, according to a syndi- 
cate banker at ABN Amro, 
lead manager. 

Rio Tinto’s last dollar 
issue was in 1996, and the 
new bond was marketed to 
potential buyers on Monday. 

About 75 per cent of the 
bond went to institutions, 
with the UK, where the 
name is known, dominant. 
Proceeds will be used to 
refinance a sterling bond 
issue that matures later this 
year. 

“They are taking a view 
on interest rates and where 
we are in the markets, ” the 
banker said. Other bankers 
said that despite depressed 


New international bond issues 
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mat terms. ixavcdtobte unless staled YMd spread (over relevant government bond) at lunch by toad manager. 

MJnBstscL t BoaUng-rete note. •Setrf-ennual coupon, ft feed re-crier price; teen shown at re-offitr level. «J Fungfcte vMh 
S4ton Plus 121 days accrued, al) Meed today, b) 3-mth Libor +lbp. Q Long let coupon. 


commodity prices as a result 
of the Asian financial crisis, 
Rio Tinto’s credit rating - 
AA3/AAminus - and the rel- 
atively generous pricing saw 
the deal sell out 
KfW, the German develop- 
ment hank, tapped the mar- 


ket twice. It launched a 
DMlbn 12-year issue, tile 
first n(ntp£andbrief bond to 
be targeted at the Unico alli- 
ance of European coopera- 
tive banks, priced to yield 30 
basis points over the rele- 
vant bund. 


The second issue was a 
$200m 12-year issue priced to 
yield 20 basis points over the 
relevant US treasury. 

Fannie Mae is due to price 
today its ghn-y ghw add-on 
to the J4bn jumbo bond it 
launched in April 


The first convertible bonds 
issued by a Chinese state- 
owned en terp rise ate due to 
list cm the Shanghai stock 
market at the end ' of this 
week, marking a forther step 
in the slow sophistication of 
China’s capital markets. 

Manning Qwmtat l; a irtfttiA - 
owned company based hi the 
southern province- of 
GuangxL has issued this 
week RMB150m worth- of 
bonds which wflZ be convert- 
ible into a future Issue of A 
shares, stocks reserved for 
main land tttmesa investors. 

Under the newly formu- 
lated rules for convertible 
bond issues on the domestic 
markut hi fWna, flw» com- 
pany has been approved to 
issue the five-year convert- 
ible bands prior to ' a stock 

listing 

The issue is intended, to 1 
pave the way for other com- 
panies to use convertible ( 
bonds, o ff er in g a. hew ave- j 
sue for much-needed fond- : 
in g xn the state industrial 
sector as well as broadening 
, the range .of investment 
opportunities for- Chinese 
investors. 

China's government-con- 
trolled media said yesterday 
the issue was a "long- 
awaited step forward to 
diversifying China’s equity 
market”. • -. 

An analyst at Guotai Secu- 
rities. one of the largest 
domestic brokerages in 
fihimaj said: "Convertible 
bonds should be an invest- 
ment tool welcomed both by 
enterprises investors.” . 

The five-year Nanning 
Chemical bonds will carry 
an atiwnal int eres t rate of 1 
per cent in the first year, 
rising to L8 pa- cent by the 
final year. The beads will be 
convertible into future 
issues of domestic A shares 


By Jeremy teat 


Mfrt ff. the Stench derivatives 
exchange, yesterday said it 
would freeze trading on any 
of its futures contracts « 
prices fluctuate by 25 per 
or .more either side of a 
band within which the con- 
tract is allowed to trade each 
day. 

. The move, effective 
August 10, is aimed at 
restoring faith in a new elec- 
tronic trading system that 
has been hit by teething 

problems since Matif 
switched from traditional, 
pit-based trading to screen 
operations in April- 

Traders have complained 
that the system, known as 
NSC-VF. causes unusually 
volatile price movements on 
the execution of certain 
trades. Some claim they 
have sustained losses as a 
result 

Matif s reputation has also 
been hit by allegations by 
traders of inconsistency in 
file way it has mediated dis- 
putes resulting from such 
trades, principally on the 
main French government 
bond future, the notianneL 

Matif said toe freeze would 
give it time to contact the 
trader who had punched in 
the order to determine 
whether the price swing was 
the result , of large orders 
being placed or from an 
error. 

The order triggering the 
freeze would be cancelled if 
the trader is contacted 
within two minutes of mak- 
ing the order and requests a 
cancellation. An order may 
also be deleted by default if 
the trade amounts to more 
than 500 lots. The average 
number of lots on toe bench- 
mark notiormel is less than 
100 lots. 


Asked bo* Matif had 

decided on the 2S per CWJ 

threshold, the exchange said: 
-The idea was to have a 
number that was suHWttUir 
large not to^stop trading 
every minute." 

Traders say they would 
Uke to sec the NSL‘-VF. sys- 
tem - widely viewed as ti» 

most advanced electronic: 
trading system of Ks «*» - 
slowed. Matif 

traders are having difficulty 
adjusting to the electronic 
environment. 

Matif is battling to main- 
tain its share of the market 
for key derivative contracts 
in toe face of competition 
from the Deutsche Tannin- 
bOrse and the Ufie. 

ft introduced NSC-VF to 
attract trading ahead of the 
launch of the euro In 
January. 

However liquidity in 
French government bond 
futures contracts, and a 
recently introduced gilt 
future, are well below 
related contracts in Frank-, 
furt and London. 

• Eurex, the joint Swiss- 
German derivatives market, 
sniH yesterday that trading 
hit record levels in July, 
with the German bund 
future the world’s mast 
heavily traded futures con- 
tract It said 18m derivatives 
contracts were traded last 
month. 

LifTe said volume on all Its 
contracts so far this year 
was 3 per cent higher than 
for toe same period last 
year, with 13m futures and 
options contracts trading in 
July. 

Matif and Monep. which 
trades equity futures and 
options, raid a total of &4m 
derivatives contracts were 
traded an their exchanges in 
July. 
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CURRENCIES & MONEY 



s pirouette boosts the yen 


WORLD INTEREST RATES 


MONEY RATES 

‘ o* 


MflBKET S REPORT __ 
By Simon Ka per 

Kilchi Mlyazawa, Japan's 
new finance minister, seems 
to have mprired only four 
days to turn Ml circle. Yes-, 
terday he threatened to 
®te»'*«qe tor the yen in the 
“arket. having indicated 
last Friday that Japan would 
stop doing so. 

“Pot simply," he had «jfl 
in bis inaugural news con- 
ference held in the middle of 
that night, “The yen and 
stocks should be left to the 
markets Intervening to 
help a currency was “all 
right" only in an "extreme 
situation". The markets 
seized on this rare sign of a 
cha n ge In Japan's yen pol- 
icy, dragging the currency 
down Y3 in the next two ses- 
sions to below Y145. near the 
eight-year low of Y146.75 hit 
in June. 

Either that slide fright- 
ened Mr Mryazawa or he bad 
been misunderstood. On 


Monday, lie and various <tfG- 
cteik s aid Japan would s tffl 
Intervene .when necessary. . 
Yesterday, he went even fiU- 
ther. “My statements may 
have been insuffleiant. or 
sent the wrong message,* be 
. said, "It was not ray in£ea- : 
tioD Oast Friday) to say find 
interventions are m wow* 
ary. It isasavradaMefirns 
as monetary authorities to 
intervene in terriyn 
'ex rha h g amarketesbam we 
can counter disruptive 
moves In markets.” 

Sow it was the traders', 
turn to be frightened. By late 
US trading the yen - had 
recovered to Y144JS 
the dollar. YU shove Mon* 
day's London dose. ' ' 

In the Londan^ session the 
dollar had barely moved 
against the D-Maric. but St 

■ POUND W MEWYORK 


tm 
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teas 
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IMS 


USB 


UBM 
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dnq w d in US trading after 
Wall Street toll sharply. Hu 
doSar dropped through step- 
3tm teveis and in the New 
York afternoon it stood at 
OM1.773, i pfe down on its. 
London dose of a coupfeof 
boors before. 

- The Tmnnd edged back 
above DM2.90 to the Mtok, 
hot Jeremy Hawkins, chief 
****mniat gt Bank of Amo>> 
ica in 1 Aniiwi 5e i fk “it’s dif- 
fletth: to AM anyone who is 
paritoulariy bullish on ster- 
ling now." The Bank of 
RnjgahfTs monetary, policy 
committee meets today and 
tomorrow. 

m So what has Mr MJyazana 
been trying to say? IPaud 
Chertknw, global bead of 
currency nsandi at Bank of 
IXAyo-SQtszihtahi in London 
and a ' relative yen hull, 
beheves there is a perfectly 
reasonable explanation far 
the confEsioa. 

He says Mr Mlyazawa 
never meant to suggest tint 
he was abandoning interven- 


itfkmano Mu g pM j m n : 

: 'SWlJu' 



tion. Rather, tire finance 
nrintetpr was merely stating 
the new orthodoxy; that 
intervention only works 
when it follows the market's 
trend. In abort, there is no 
point in Japan buying yen 
unless traders are inclined to 
doso anyway. 

- What would prompt trad- 
ers to touch the currency? 
Bold jdans to cot taxes and 
reform Japan's ^rfe- 


Yesterday Mr Miyazawa said 
tax cats would total 
Y6,000bn, and on Friday 
Kefan Oburtri, the new prime 
minister, is due to give more 
' details and talk about bank 
reform. That could buoy the 
yes. creating one of Mr 
Miyazawa 'S “extreme situa- 
tions" when intervention 
makes sense, says Mr Cherl- 
kow. 

■ No one seems to have told 
the Polish zloty about the 
Asian crisis or the Russian 
crisis. The currency just 
keeps storming cm. It closed 
yesterday at a new reconi of 
9.06/9.03 per cent above par- 
ity against a basket of five 
currencies, up from a record 

■ OTTBt CURRENCIES 

w< t s 

Cad » Sams - SUSQTIBSS ■ 31000 
Nnpd 35MI3 - 3S3S2S21U50 M*W> 

im opbjm - owuxma - mow 
m asm - asm? oxra - oxn 

hn UO-UM 19SB0 - soon 
Mad SLBBl - &S1M 14320 3050 

am te*sn • nan &aoa - umo 

LUX 59B64 • 840M 35729 36731 


high on Monday of &BB 8 84 
per cent above parity. The 
zloty is benefit uk from pri- 
vatisations and from foreign- 
ers pouring into bonds. The 
National H»nir of Poland did 
not intervene against Its cur* 
rency yesterday.' 

■ The search for clues as to 
whether China will devalue 
goes an. It is made tougher 
by the fact that transpar- 
ency towards the market is 
hardly the guiding principle 
of the People’s Republic. 
Currency strategists are 
reduced to scouring Chinese 
academic and newspaper 
articles for signs. 

Various strategists say 
China could avoid devalua- 
tion even if the yen col- 
lapses. Anyone speculating 
against the yuan risks lasing 
their banking licence or 
being thrown into jail. That 
must be a disincentive Tar 
the less determined traders. 
Wltb the currency thus 
secured. China can keep its 
interest rates relatively law. 
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Oil firmer after Baghdad breaks off talks 
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MM^TSREPORT 
By Robert CmbK 


Iraq re-emerged as a factor 
in world oil markets yester- 
day after Baghdad broke off 
talks with Richard Butler, 
the chief United Nations 
arms inspector. 

Although there Is no direct 
link between the talks and 
Iraqi crude exports under 
the UN oil-for-food pro- 
gramme. the threat of a 
renewed confrontation 
between Baghdad and the 
world body was reflected in 
firmer oQ prices. 


The bellwether Brent 
Blend for September delivery 
was quoted at $12.68 a barrel 
In late trading on London's 
International Petroleum 
Exchange, 12 cents up on 
Monday's dose. 

A steady rise in Iraqi 
exports this year has been 
one of the factors behind 
this year's oO price slump. In 
July, Iraq Is said to have 
exported 1.6m barrels a day, 
well up on June’s 1.28m b/d, 
although below the planned 
level. 

Traders will he watching 
carefully to see bow the lat- 
est dispute between Baghdad, 
and the UN works out, but 


their mam focus remains on 
global stock levels. 

Yesterday, Sir John 
Browne, chief executive of 
British Petroleum, said it 
may prove difficult to see 
the effect of Opec production 
cuts during the third quar- 
ter, as It was usually a 
period when inventories 
were built up. He said the 
fourth quarter should pro- 
vide “a very much better 
view” to assess the impact of 
the production cuts. 

Trading in cocoa futures 

on the Loudon International 
financial Futures Exchange 
was range-bound yesterday, 
despite the relatively heavy 


activity. A total of ll£321ots 
changed bands, an unusual 
amount for a single day in 
recent weeks, although 
much of the business 
focused on switching 
between different contract 
dates. The September con- 
tract closed £11 higher at 
£1,066 a tonne. 

Meanwhile there are some 
signs that Ivory Coast's 
planned liberalisation of 
Caistab, the country's state- 
controlled cocoa and coffee 
marketing board, might be 
r unn ing into some local 
industry opposition; final 
details of the proposed 
reforms are not expected to 


be published until August 
1L 

Elsewhere an liffe, coffee 
futures went Into a down-, 
ward spin as the recent 
spate of technically induced 
buying petered out The Sep- 
tember contract ended at 
$1,652 a tonne, $48 lower, 
with a generally bearish 
mood hanging over the 
immediate future. . . - 

Liffe reported that trading 
volumes in commodity prod- 
ucts were all down in the 
first seven months of 1998 
with the exception of white 
sugar futures and options 
and Biff ex options. Robusta 
coffee futures’ volume was 


com. 


.239,576 c o n tr acts lower dur- 
ing Jamuoryjuly 1998 com- 
pared with the same period 
last year. Blfftex futures were 
almost halved; at Just UL296 
against 29,173; 

. The Baltic Freight Index 
was down seven paints -yes- 
terday to 815, setting a ! 
fresh low for 1998 and 
reflecting; the continued ! 
long-term - weakness- . on. 
freight rates. 

On the London Metal 
Exchange three-uKmtbs cop- 
per ended $8-a-toune weaker 
at SL648. with .the outlook 
for further moves . down- 
wards in the J short term, 
according to traders. ' 


Zeigler shares jump on 
report of bid by AEI 


CFC ploughs cash into fertile ground 


Projects are only approved if the Common Fund for Commodities can convince a 
board they are (ikeiy to enhance the development of producers, writes Gary Mead 


V 
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I n the unlikely event of 
there ever being an award, 
for the most cost-effective 
international fmanniai insti- 
tution, the Common Fund 
for Commodities, based in 
Amsterdam, would be diffi- 
cult to beat. 

The CFC under Rolf 
Boehnke, ptan^g in g director, 
prides itself on running a 
tight ship that dispenses 
with some of the normal 
trappings of IFIs. 

Mr Boehnke handles all 
press and media relations 
himself, and the CFC has 
Just 26 staff - mostly opera- 
tional rather than adminis- 
trative - r unning 64 projects 
that are mainly financed by 
grants. 

More tellingly, the CPC’s 
administrative costs per 
project average $390,000, 
against $5 .38m for the World 
Bank and $4_27m for the 
African Development Bank. 

Admittedly the World 
Bank and the ADB operate 


The agreement to establish 
the CFC came into force in 
1989, following negotiations 
at the United Nations 
Conference on Trade and 
Development 

The CFC now has 109 
members; 106 countries and 
three institutional members. 
Its first assignment - to 
develop improved methods 
of shipping natural rubber - 
was approved in 1931. 

Its work now covers sepa- 
rate projects in commodities 
as diverse as cotton, sugar, 
coffee, zinc, jute, bananas, 
palm oil. coconut and olive 
oQ. 

The CFC’s projects are 
only approved if they can 
convince a highly critical 
board that they are likely to 
enhance the socio-economic 
development of commodity 
producers. 

Some 2.4bn people are 
employed in agriculture In 
developing countries, with 
as many as 900m of them 


bigger projects, averaging dependent upon the produc- 
$84m and $60 respec- tion of export commodities. 


tively in 1996, compared with 
the CFC’s average or $2m in 
1997. But Mr Boehnke says 
the CFC still has a large 
impact an all types of com- 
modity projects although it 
uses less -money. 


Project finance for commodi- 
ties is not easy to come by 
and yet la Important to 
developing nations. 

With such relatively small 
capital injections per project, 
the CFC aims to be a cata- 


lyst for development, and to 
bring greater value added 
processes to basic commod- 
ity exports. 

"We want to ensure that 
the projects we do are 
geared to the needs of the 
people on the ground,” says 
Mr Boehnke. “The money we 
invest goes into the projects 
themselves, not Into the 
hands of governments." 

Moreover the typical CFC 
project by definition oper- 
ates to the benefit of not just 
one but a number of coun- 
tries. 

A recently approved proj- 
ect assists cocoa producers 
in west African countries in 
their transition from a regu- 
lated market to a liberalised 
market 

Another project combats 
coffee wflt disease - a wide- 
spread and destructive virus 
which some experts have 
called "the Aids of coffee". 

The two projects taken 
together are vital to several 
African countries. 

Coffee wilt disease is caus- 
ing serious crop losses this 
year In Uganda. Ethiopia, 
Tanzania and the Demo- 
cratic Republic of Congo 
(formerly Zaire) which 
together depend on coffee for 
up to 70 per cent of their 


foreign revenue earnings. 

The decline in their total 
crap to &55m 60kg bags In 
1997-98, from 83m in 1996-97, 
was largely the result of cof- 
fee wilt disease. 


.v' : - 


A bove all, the CFC 
attempts to plough 
money into projects 
that will potentially benefit 
more than just one commod- 
ity-dependent country. 

Thus In June the CFC 
organised a workshop in 
East Africa with participants 
from 17 African countries to 

study ways of transforming 

cassava from a subsistence 
crop into a marketable 
export crop. 

“We are keen to ensure 
that the gains of one country 
are not at the expense or 
another,” says Mr Boehnke. 

In the case of cassava, 
methods and techniques of 
creating value-added prod- 
ucts at a village and regional 
level are currently being 
studied, ' with a view to 
reducing poverty and devel- 
oping greater export earn- 
ings. 

Following the almost com- 
plete disappearance of Inter- 
national Agreements, which 
operated buffer stocks to sta- 
bilise commodity prices, the 


Shares In Zetater Coal, the IWnote-based coal pra**®** - . 
surged almostSO per cent yesterday onnw« 

SadTa bid worth $21.25 a share . ' 

Snnounced late orv Monday, 
about $600m. and the toted pnce-tag, 
which Kentucky-based AS 

The deal, part of a wavo of industry cormoWaton.wa 

create the fifth largest c »al. ( »mpari^foeUS. . : 
merged company will 

assets and estimates its total assets^ about SJJJba 

ZBtoler adds seven underground and surface mining 

hnarations to AB’s existing operations, which range tom ■ 

I985and at one stage was the target purapufa 1 ^ • 

traded coal company in the US. had P<rt 
in iate-1997 after a divefafk^^ stiategy 
Although the US coal Industry 
for some time, there has been a spate of deals recantfe. - 
with Atlantic Richfield selling Its coal dMjon 
for S1.l4bn and Kerr-McGee dsposmg trf ite Jacc^ 

Ranch mine in Wyoming to London-based J™ 

$400m. AS Itself recently acquired some of Cyprus 
Amax's mines in a smaller deal. , jn lm , - 

Analysts have suffijested that the paw of transactions 
has been stimulated by deregulation In the, e lectricit y 
Industry and the shift from long-term suppiy contract^A 
number of companies, such as Atlantic Ffehfiekl and Kecr- 
McGee have ateo decided to exit from the coaimirang . 
business to concentrate on other resource interests. 

Nfidd Taft, Chicago 
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CFC is sow entirely commit- 
ted to financing commodity 
development projects. 

In the current global envi- 
ronment of deteriorating 
commodity prices. Mr 
Boehnke says the CFC can- 
not Trope to influence 
prices, so we try to influence 
the other side of the equa- 
tion - the costs. But the 


ways you can do that are 
limitless”. We have to be an 
Idea-generating, facilitating 
organisation. Our target Is 
the improvement of the eco- 
nomic basis of commodity 
producers, many of which 
belong to the poorest strata 
of idle population, and to 
enhance the competitiveness 
of commodities.” 


Petrtileos de Venezuela, the state petroleum company, 
expects the price for Its basket of crude oft exports to 
average $12.50 a barrel in 1999 and $12-413 a barrel 
through to the year 2001 . 

Ramdn Espinasa, PDVSA chief economist, said yester- 
day the company also expected to export an average of . 
3m barrels a day In 1999. As part of the efforts of leading 
oH producing countries to stem the weak 08 price, Vene- 
zuela has cut its production by 525,000 b/d, from 3.4m b/ 
d In March of this year, ft has also cut back its expendi- 
ture by a total of $2.4bn this year. However, irvthe 
medium term Venezuela still intends almost to double its 
production. According to PDVSA’s latest scenario, it . 
expects to reach a production capacity of 5.8m b/d in 
2008, down from an original BJ2m b/d In 2007. Venezuela 
has 75bn barrels of proven oil reserves and an additional 
230 bn barrels of extra-heavy crude oil reserves. 

“Venezuelan crude oil is difficult to market but it contfo- 
ues to be profitable,'’ said Mr Espinasa. PDVSA’s average 
production cost was $1.60 a barrel, he added. He sakf 
that nobody predicted the stump in International oft prices, 
which began in November last year. Citing lOof last 
year’s leading oil price forecasts, he said PDVSA had fore- 
cast the seventh lowest, “We were afl taken by surprise • 
[by the oil price slump].” Raymond Cofitt, Caracas 
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ACROSS 

1 A pound he exchanged with 
punt steadily improving? 

10 Dejected, having to suffer 
suspension to follow (7) 

11 One of the high-rise Date 
( 7 ) 

12 Tear off, not completely 
immature (5j 

33 Race with old-style trainer? 
It should shift the calories' 
(4,4) 


15 Something found In pitta 
finished poor baker, 
second-class fc5> 

16 Plant in marshy area bor- 
dering river (4) 

13 One’s first anniversary cel- 
ebration, after 39 yeafs! {4) 

20 Copes with a play designed 
to be a revelation (10) 

22 Message after outing - it 
may cause alarm (8) 

24 Member of the W1 put 
vehicle in the same place 
(5) 

26 Start to announce changes, 

■ mostly about Conservative 
greed f?) ' 

27 Drink offered as welcome 
for a friend (7) 

28 Plaster possibly goes with 
blue carpeting (84)- 


PREC10US METALS 
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PUP AND PAPER 

■ MJgOMXpjSBMsIrrirylBni) 
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&-20 cants but Bghtar Mteflutm ware firm 
to dearer. Brighter, and madum Pbuste - 
wan faragutariy aastar,. Lower MMKm 
opened dearer but eased towards the. 
does. Brighter and Mekhsn Quail were 
Irregular but on balance (bin. Lower 
maflunvi opened dam but closed easier. 
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UK WHH0USE STOCKS (taaa« 
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o Press taking the Tid off 
price increase? <4) 

5 Relish going with a bit of a 
pig due for a roasting? &5) 

6 Call up American, having 
made soundribetik? (5) 

7 Take liberties parking? 
Start again (7) 

8 One supporting slip maybe 
takes responsibility for 
catch &5) 

9 Subtle change overcomes 
me buying underwear (&-4) 

14 Pleads sore distress, in case 
ot catty female UQ) 

17 Usher in noa-unlon-ap- 
proved staff (5£) 

19 Robber in gang stashing 
equ ipmen t (7) 

21 Struggling up-river, finally 
going west - an oversight? 

23 Crafty trick reported in the 

course of.... (S) 

29 ... . examination? Son has 
the ability! (4) . 

Solution 9,751 
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HUP. 4 total toftt 8MS.; to*? * tete. itast ■ to 
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DOWN 

3 Almost phone back In the 
middle of the day, without 
pressing need? <8-4) : . 

3 Worklhg keypad with rijgihf 
hand, wanted London area 
(4,4) 
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LONDON STOCK EXCHANGE 


Wall St drags London towards five- 


\ - T — . 

aift:' ‘ *? ' 
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MARt^TRffORT 
By Peter Join 


A fall of mom than 70 points 
on the FTSE 100 hides took 
the blue-chip benchmark 
worryingly close to the bot- 
tom of an established trad- 
ing range. 

While not extensive in 
Itself, it represented the lat- 
est stage in a slide that has 
left some bolls feeling as if 
they had booked a summer 
h o li day at a toreador train- 
ing school. 

From its peak just over 
two weeks ago to its close 
yesterday, Footsie has tum- 


bled more than 7 per cent It 
ended below one support 
level and nothin striking dis- 
tance of the more significant 
barrier of 5,700. The index 
last closed below that level 
on March 5- 

Footsie fell 715 to 5.7861 
while the FTSE 250, sup- 
ported by takeovers, lost 
only 3.0 at 5,444.9. The Small- 
Cap fell 3.0 to 2,457.3. 

Pessimists, on the other 
hand, surfaced with barely 
concealed delight. For exam- 
ple, Gareth Williams of ABN 
Amm, yrtri: "UK Institutions 
are increasingly bearish 
about the market and that 
view is starting to feed Into 


what the market is doing.” 

He does not see heavy sell- 
ing by the big investment 
funds, bat he maTntarlrw that 
the baying lias definitely 
dried up. 

Williams also believes 
that, after returning fitsbn 
to shareholders, and thus 
ensuring that 1998 Is already 
the biggest year for share 
buy-backs in a decade, com- 
panies might be drawing in 
their horns. 

ABN has an end-of-year 
Footsie target of 5,500 and 
sees no reason why the 
index should not slip 
another 4 per cent. 

■ But dealers reported sur- 


prisingly solid activity, 
which suggested the market 
was not going down without 
a fight 

"We have seen a lot of 
two-way business and there 
is a lot of corporate activity 
gyring on. Until Just before 
the dose, the market pot on 
a remarkably resilient per- 
formance and it bas sur- 
prised a lot of people," said 
the head of sales trading at 
mie broker. 

Because of Monday's size- 
able slide by the Dow Jones 
Industrial Average. London 
dealers had expected Footsie 
to start trading some 50 
points lower. It was up 


ll when the pre-market 
index closed at 9.03 and 
initial interest had heed cal- 
culated. - _ ’ 

Footsie remained steady as 
an enthusiastic response to 
interim figures from- Nat- 
West contributed to .'points 
to the index. 

It shrugged off a plating- 
related downturn in Pearson 
shares and. traded within a 
single-digit range until .Wall 
Street opened. 

It was. only during the last 
hour of t rading' that the mar- 
ket really began to turn. 
Wall Street dropped.for the 
second day and showed a 
150-point deficit shortis* after 


LondocublcBed. And, after 
■ the. cto&e,- with the, Dow 
down mote tftqn 200 points, 
the .Fnbde future contract 

was -‘Sfo maHtt sy an" Initial 

euote^ftrFootsie ‘30 "points 
bckwrfyfflQ. _ 

tha-cbemfcals sector in 
resKfctte'to newSofan offer 
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'DvBralf,, turnover, sup- 
ptBcfed ^ heavyvolmne in 
shares, the 
top am. of rthe daily range. 
The jw&mba af&asfness was 
we®ed- Footsie 

; stocks' rWaclr represented 
52.4 pg^oeat of the trades. 
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Pearson 
loses its 
sparkle 


COI^MIK REPORT 

By Joel iQbazo and Martin Brice 


There was a “morning after 
the night before” feeling in 
media group Pearson as the 
market registered its disap- 
pointment at the company's 
announcement of a share 
placing. 

Cazenove, the company’s 
broker, and Goldman Sachs 
yesterday placed 28Jm new 
shares, about 5 per cent of 
its Misting issued share cap- 
ital, with a range of inves- 
tors. The placing, arranged 
to help finance the purchase 
of three Simon & Schuster 
amts hum Viacom, the US 
media group, raised £32Sm 
($54lm). 

Pearson, which owns the 
Financial Times, hit a record 
of £12 on Monday after the 
group published interim fig- 
ures well above market 
expectations. But several 
brokers expressed surprise 
and disappointment at the 
timing of yesterday's plac- 
ing, pointing out it may have 
stopped the shares from 
moving into a new, higher 
trading range. 

At the day’s worst, the 
stock was down 95 before 
bargain hunters came to the 
rescue in the last few min- 
utes of the session to help it 
finish just 65 off at the plac- 
ing price of 01.35. 


Several downgrades also 
hit sentiment Deutsche Mor- 
gan Grenfell is among those 
that have turned more cau- 
tious, shifting its stance on 
the stock from “overweight” 
to “neutral”. The broker 
said: “Although the disposal 
of Tussauds would in our 
view be positive, this is 
already discounted in the 
current valuation. Further 
restructuring measures are 
less visible In the short 
term." 


when National Westminster 
posted better- than-expected 
first-half figures, prompting 
a sharp advance in the 
shares. 

NatWest reported profits 
of £96 7m up from £648m and 
well above expectations of 
about £850m. The shares 
bucked the poor market 
trend, rising 107 or 10.3 per 
cent to E1L46, the best per- 
formers in the FTSE 100. 

“There is a large measure 
of relief that these figures 


Best and worst performing FTSE sectors 
Haft care 
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Pasmore Gordon, a bear of are as good as this,” said one 
the stock, has a lowly 985p-a- deals'. 


share near-term price target 
The reporting season in 
retail banks produced 
another surprise yesterday 


Dealers indicated the con- 
sensus for current-year prof- 
its forecasts bad been raised 
to about £2.lbn from 
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STOCK MARKET TRADING DATA 
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£1 SiGbn, while the 1999 esti- 
mate was said to have risen 
to about £2.4bn from about 
£2»07bo. 

Dresdner Klein wort Ben- 
son was among brokers 
understood to have upgraded 
its recommendation on the 
stock to a “hold” from its 
previous “sell” stance. 

The prospect erf an agreed 
bid by Laporte for lnspec 
prompted some dramatic 
surges across the chemicals 
sector. 

Some of the best perfor- 
mances in the market came 
from leading FTSE 250 chem- 
icals companies, with lnspec 
leading the pack. Its 37 per 
cent gain came after it said 
talks were expected to lead 
to a 340p-a-share agreed 
offer. Volume In lnspec was 
very busy at 51m, some 29 
per cent of the issued capi- 
tal, and the shares closed up 
B9K at 332Kp. 

The news prompted buy- 
ing across the sector. One 
analyst said: “Everyone is 
now looking to see who will 
be the next to be bid for.” 

Other companies that ben- 
efited from the Interest 
included fifementis, up 13 at 


which advanced 20 to 435p; 

and Albright & Wlbmi, up 5 

atI38%p- 

Chemlcals stocks have 
come under pressure from 
the strong pound and Asian 
turmoil. A note yesterday 
from Crecfit Lyonnais Securi- 
ties expected signs of slow- 
ing activity to coraefrom the 
currant results season. 

It highlighted recqnt profit 
warnings or trading state- 
ments from the sector 
“indicating that profits 


came- fftmi/GKN, before 
resaks today 3S»t are expeo 
ted to-'carifioae the recent 
sector. The 
771p. 

Sectoa-jSesttoeErt was also 
helped'.frdtiaffyhy a, bullish 
tradt^j, Tst^temeht and 
strong rteanfts- from May- 

However, th^Afayflo wer 
shares randnto prufitdaking 
later and ahetM&Hrto 20Qp.. 

Arrive was,,!agjrin sup- 
ported by tafitHira'bid: from 
Naticsial Expre^SyWhich was ‘ 
said to, Jjg^'Soid . analysts- 
that : ‘‘M?®i^f:^BE3" had 
been htid^Bewaver.ohe said 
Arriva, &^jt&nbwfcig to 
divest tto side 
and ama±traLe"tft5t it3 bus 


FUTURES AND OPTIONS 


■ FTSMoa WOtX wmgg [UffB CIO PV Mtaw yta 
Op* SaBprtM (MBIp • 'Mflfc 
Sre 38110 5758.0 -TOO 5851 J) ! 


0k. 5BQ9S 58310 ""-710 S909S 

Mr fiffiao -7 is 

■ FTSEaMI«gWn«at^^°WrMlPtaB<ta 
Sn 5528-6 - . 


K4 

25679 180568 

183 7321 

D 970 


■f FISE 100 MBEX OVUOrt ifTQ (*OTB)C19pi»MWKfl0W. 


bhbb son an aw sreo sn Ban. . .am 

c p c ..p. CPCPCPCPC?CP 

Are 20 men m m m muutw* « ft. w « 
av m*nm .m vm ar w* » J" .m J* ■» £ ^ 

0d IHIfrlSZH 380 17K MS 195 JOT 217 S«W ** ■ 

fa 405- ZB & «» W3OT21W W 2989b M J7» 80» 30W »W » » W 
D«t- 4K 232 CW 271 3003105 -»»*' 

OfaUflOPoBZSn 

■ meanifiTOnmawwwftHgxiopwMintaiww _ 


'fit ‘bea'Httfuliy * 


Arriva was up 10. at 4n%p 
while National Bbtpress rose 
©4toJML77. 

Arrival’s Jnus dividon, val- 
■ ned at aboiit ESOOm-BGOCtoa, is 
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would not be as high as con- said by some analysts to be. 


semsns forecasts*. ■ ' " 

Croda International con- 
firmed weakness in the sec- 
tor as it announced underly- 
ing profit down almost 15 
per cent But bid speculation 
buoyed the stock, which 
gained 25 to 332%p. 

Leading engineering 
shares beat the market as 
the sector's reporting season 
got under way. 


Lucas calms fears 

■ LucasVarity moved to 
cahp investor fears cm the 
impact of the GM strike with 
its long-awaited trading 
update.. It said the strike 


143p; Vole Catto, which - Would rake £llizf oflTjBtoflts. 
gained 23 to 321 Vip; BTP, far less than analysis had 
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Sale by Tender 


been expecting. LucasVarity 
also said: “This adverse 
effect on the braking 
systems segment has been 
partially offset by generally 
favourable trading condi- 
tions elsewhere." The shares 
outperformed the foiling 
market, and eased to 213Kp. 

One of the best perfor- 
mances in the FTSE 100. 


big enough to; phse -regular ' . 
tory- prehfa^.jwre .Stage- •; 
coacfo tirliAe a 'hid, yet 
National", TExpfesa would 
escape jSuriv ptoblems since ; 
it has io.^®;ffiratiops in Lon- 
don. Stag^doach was off 36 at < " ‘ 
£1L64.-. ' . - •. •. 

Tbenr w^s. liafe- lore for 
Rank^f' Whidh reported, 
interhztin^ts at the bottom^ 
end of taaricet expectations. 1 T- 
The EhsrarBORenidaed 
309p, after trade of 5JSm. ■ - 
British Petroleum . 

improved 2 tn Slltp, in the . 
wake of second-quarter fig- 
ores in line wftb expects- - 
turns. Volume at the dose 
was Urn." ;• i 

Cancan about, low inter- ' 
national oil prices continues . 
to nndamine the earnings of 
companies such as BP. John 
Toalster at SG Securities 
said yesterday “BP is being j 
blown off course by weak ail ( 
prices. lt will Med decisive ' 
action by Opec [Organisation ; 
of Petroleum Exporting i 
Countrlesl to enable BP to < 
reverse its fifth consecutive \ 
dedihe in earnings." 
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STOCKS# MARKETS 


Wall Street kills off hopes of world rally 




EMERGING MARKET FOCUS 


WtmJLDOVHJVEW 

Wall Street's rapid tall in 
late-morning trading spelled 
the and to any hopes that 
Investors might have had of 
a rally in world markets yes- 
terday, writes Philip Coggan. 

The Dow Jones Industrial 
Average was down more 
than 200 points by New York 
lunchtime, with its weak- 
ness echoed in the broader 
S&P 500 index. Analysts 
have been worried for some 
time that the strength of the 


overall averages does not 
re □ act the poor perfor- 
mances of many smaller 
stocks; the small-cap Russell 
2000 index is down on the 
year. 

Earlier in the day. the yen 
rebounded on the back of the 
latest statements from Kiichi 
Miyasawa. the Japanese 
finance minister. Mr Miya- 
zawa backed away from his 
comment last week that the 
value or the yen and share 
prices should be left to the 
market and indicated that 


foreign exchange interven- 
tion could be justified. 

He also said the top rate of 
income tax would be cut 
from 65 per cent to 50 per 
cent; many overseas econo- 
mists have been urging per- 
manent income tax cuts to 
revive Japanese consumer 
spending. 

The yen managed to 
reverse its recent decline 
against the dol la r , strength- 
ening to Y1444 in late Euro- 
pean trading. But not every- 
one was convinced. James 


Montier, global strategist at 
BT Alex Brown, said the 
suggested cut in the top rate 
of tax would not make much 
difference 

“Japan's problems are two- 
fold. They don’t understand 
the nature of the economic 
problem they're stuck with. 
Tax cuts won't solve it; infla- 
tion wCL Second, they need 
to continue to address the 
stability of their financial 
system,” he said. 

While the Hang Seng 
inched ahead yesterday, 


most Asian stock -markets 
were tower Geoffrey JJennis,- 
global emerging market 
equity strategist at Deutsche 
Morgan Grenfell,, said: ' “Ai , 
the moment there is a com : 
plete absence of enthusiasm 
from Investors for . emerging 
markets. Volumes are very 
low. . . ‘ 

- “In addition, the prospects 
for emerging markets seem, 
to be bound up with the yen/' 
dollar rate.- -The collapse of 
the yen Is seen as a sign of 
global deflation; when it 


falls, so does .gold ' and' 
emerging markets, while 
Treasury bonds fjst"'" ‘ 
European markets started 
quite ; brightly in the circum- 
stances, especially as the 
Dow Jones Industrial Aver- 
age had- closed on, Monday' 
wtth-anear lO&pointtoss. 

; But when the Dow - weak- 
ened again, Europe reversed 
course.' Both Frankfurt and 
Paris, slipped be ck about. 1 
percent ■ V 

Lomfco markets, Page 28 
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US equities 
tumble on 
selling wave 


Swing in sentiment hits Dax 


AMSUCAS 

Wall Street found itself in 
the grip of a sudden and 
severe sell-off in late-mom- 
ing trading, which sent the 
Dow Jones Industrial Aver- 
age down below the 8,600 
level, writes John Lobote in 
New York. 

“We're seeing sellers 
everywhere,” said Dan Math- 
isson, head stock trader at 
DJ3. Shaw Securities in New 
York. The market has been 
weak in volatile trade for 
more than two weeks, but 
smaller and technology 
shares have until recently 
been the worst hit “What's 
different this week is the big 
caps. They're starting to Teel 
it.” said Mr Mathlsson. 

The market opened higher, 
but soon gave way to a wave 
of selling. By mid-session the 
Dow was off 202.88 or 24 per 
cent at 8.563.86. while the 
Standard & Poor’s 600 was 
down 2640 at 148544. 

The Nasdaq composite 
index, which is weighted in 
technology shares, plunged 
2.4 per cent or 44.77 to 
140643. In the small-cap sec- 
tor, the Russell 2000 fell 949 
to 403.47. 

Treasury bond prices rose 
as stocks fell back. Bonds 
opened lower as the yen 
recovered against the dollar, 
but then recovered as equi- 
ties sank. The benchmark 30- 
year bond was £ higher to 
1065. yielding 5.648 per cent 

Among Tollers in the Dow, 
Sears Roebuck slid 83% or 
more than 6 per cent to 
$47%. while Goodyear Tire 
lost $3}i to S57. 

In spite of the -heavy sell- 
ing. Procter & Gamble, a 
weak market lately, added 
81K to S771J. 

Shares of SCI Systems 


plunged $8& or more than 20 
per cent to $31% after the 
electronic product produc- 
er’s rating was cut by Leh- 
man Brothers and BT Alex 
Brown. 

Networking leader Cisco 
Systems lost $1& to $952 
before the company's earn- 
ings results. Similarly, 
America Online lost $1% to 
$114'A ahead of its earnings. 

Semiconductor shares pul- 
led back as well, with Intel 
down $1& to $83%. Online 
bookseller Amazon.com rose 
$1% to $109% after the com- 
pany announced it was 
acquiring two companies. 

Cendant feD $% or 4.7 per 
cent to 815% after the com- 
pany said it would release 
restated results for 1997 next 
week. 

TORONTO came back 
from its three-day weekend 
in less than resilient form, 
s lidin g lower from the open- 
ing bell as worries about the 
Canadian dollar continued to 
gnaw away at sentiment 

The h anks , interest rate 
sensitive and among the 
more heavyweight sectors, 
moved sharply lower with 
Royal Bank of Canada off 
C$1.90 at C$80.10 and Bank 
of Nova Scotia losing C$145 
at C$32.40. Toronto Domin- 
ion came off C$2.55 at 
C$57.15. 

There was some respite 
hum the gold sector where 
Barrick improved 30 cents to 
C$35. but this was not 
enough to offset a downward 
move by the broad market 

Among industrials, Alcan 
Aluminium shed C$145 to 
C$37.60, Seagram C$1.55 to 
C$53.50 and Northern Tele- 
com C$1.70 to C$87.00. 

The 300 composite index 
was off 149.73 at 6.78L70 at 
noon. 


Mexico loses early gains 


A slide on Wall Street hit 
MEXICO CITY, and the IPC 
index fell 95.25 to 4,07 9.09. 
Shares reversed earlier gains 
in tandem with US stocks. 

Telefonos de Mexico fell 
0.55 pesos to 21.50 pesos, 
while Bancomer lost 0.08 
pesos to 246 pesos. 

BUENOS AIRES fell back 
along with the region and 
Wall Street, and the Merval 
index retreated 9.76 to 56640. 

Indupa. the petrochemical 


company, fell 0.03 pesos to 
0.70 pesos, while Renault lost 
0.05 pesos to 2.05 pesos. Tele- 
coms were lower with Tele- 
com down 0.17 pesos to 6.60 
pesos. 

SANTIAGO weakened 
with the IPSA index declin- 
ing 1940 to 4,09246. 

Colbun. the power pro- 
ducer. which said it would 
not participate in a Brazilian 
power plant. Tell R80.50 to 
RS26.50. 


europe_ 

Initial gains In FRANKFURT 
melted away on the back of 
a wilting Wall Street to leave 
the Xetra Dax off 5548 at 
5,718.70 at the dose of the 
electronic session. 

Corporate news wa6 
mostly positive but of little 
help in the prevailing mood 
of profit-taking. This centred 
on software leader SAP, 
which continued to back- 
pedal rapidly. 

SAP surged more than a 
third in the three weeks to 
the end of July, but came off 
DM45.90 to DM1,225 to 
extend its decline to more 
than 7 per cent in two days. 

Adidas was a dear exam- 
ple of the swing In senti- 
ment Up more than 4 per 
cent in morning trading on 
solid results, the shares 
ended DM4.50 lower at 
DM250. 

Chemical giant BASF also 
ended tower, losing DM1.45 
to DM79.75, but Degussa, 
which like BASF turned in 
strong earning s, managed to 
move ah aari adding DM540 
tO DM111. 

PARIS also reversed early 
grins to end with the CAC 40 
index off 47.15 at 4,04748 in 
what was remarkably solid- 
looking volume for August 

Socle 16 Gdndrale was the 
session back-marker, losing 
FFr66 to FFr1,326. Steel 
giant Usinor shed FFr245 to 
FFr79. LVMH came off FFr27 
at FFr1,140 after CS First 
Boston cut its 12-month tar- 
get price for the shares by 
FFr100 to FFr1475. 

Retailer Promodes lost 
FFr120 at FFr3.520. while 
France Telecom, the heavy-, 
weight stock within the CAC 
40 index, shed FFr9 to 
FFr391. 

Micbelin rose FFr7.10 or 
24 per cent to FFr335 on pos- 
itive broker comment after 
last week’s disappointing 
first-half results. 

Lafarge improved FFr3 to 
FFr570 after an upgrade at 
Morgan Stanley that lifted 
its target price to FFr660. 
Broker optimism and news 
of an Australian disposal 
kept Alstom higher, lifting 
the shares FFr8 to FFr189. 





AMSTERDAM improved 
1141 to 1412.17 on the AEX 
index, helped by strong per- 
formances from Aegon and 
Akzo Nobel. They rose 
FI 7.50 or 44 per cent to 
FI 186.50 and FI 1.40 
to FI 103.10 respectively. 

Philips added FI 2 to 
FI 16440 and KLM 80 oents 
to FI 8140 after first-quarter 
results that ramp In at the 
top end of most brokers’ esti- 
mates. Heineken had a flat 
market on Monday, but ral- 
lied FI 2.60 to FT 8840. 

Publishers stayed busy 
before tomorrow's results 
from Wo Iters Klower and 
Elsevier. The former gained 
FI 3.10 to FI 307.10 and Elsev- 
ier added 30 cents to FI 32. 

ZURICH edged higher 
amid thin trading as a tech- 
nical rebound in leading 
blue chips lifted the SMI 
index 31 or 0.4 per cent to 
8.1704. 

Blue chips which foil on 
profit-taking rebounded. 
Nestle gained SFr26 to 
SFI3.081 and Zurich Insur- 
ance added SPrlO to 
SFrl.147. 

UBS rose SFrlS to SFr65L 
Some investors were encour- 
aged by increasing rumours 
that it may soon annmm«» 
the sale of its 25 per cent 
stake in Swiss Life. Swiss 
Life lost SFT26 to SFH447, 

Roche rose SFr90 to 
SFrl6,090. While technical 
buying partly lifted the 
shares, the approval of Xeni- 
caL the group’s anti-obesity 
drug, also fuelled demand 

Other drug shares were 
higher as investors shifted 


Last-minute lift for Jo’burg 


SOUTH AFRICA 


Tardy Investors supported 
shares io Johannesburg, and 
the all share index rose i per 
cent to 6450 on last-minute 
buying. 

The industrial index rose 1 
per cent, while the financial 


subindex added 14 per cent. 
The gold index was up 0.6 
per cent in spite of weak bul- 
lion prices. 

Shares in hotel construc- 
tion group Stocks and Stocks 
tumbled 5 cents or 44 per 
cent to 105 cents on disap- 
pointing results. 


Yen jitters drive Tokyo down 


AS 1 APAC 1 RC 

Shares in TOKYO continued 
to fall, but closed Just above 
the psychologically impor- 
tant 16.000 level after a day 
driven by negative senti- 
ment on the yen. writes 
Khozem Merchant in Tokyo. 

The Nikkei 225 Average 
finished down 14140 or 0.9 
per cent at 16,023.58. The 
benchmark traded between 
16.180.92 and 16.00445. Activ- 
ity was modest with some 
356m shares changing hands, 
though traders said the low 
turnover made share price 
fluctuations more dramatic 
than they were. 

The highlight of the ses- 
sion was Okura. a medium- 
sized trading company 
strong in steel products and 
machinery. Okura was 
suspended after reports that 
suppliers were stopping ship- 
ments because the company 
wanted to make purchases 
on credit rather than with 
cash. Okura denied it had 
cash problems, but its shares 
fell by the daily limit of Y50 
to YW. the biggest toiler of 
the day. down 374 per cent. 

Bank stocks were also hit 
amid concerns that the weak 
yen would persuade the 
authorities to scale back 
their plans to overhaul the 
sector, suffering from bad 
debts. Some traders also 
mentioned last week's penal- 
ties on banks by the newly 


formed Financial Supervi- 
sory Agency, which they 
said fuelled selling. 

Sakura Bank lost Y4 to 
Y319. Sanwa Bank, which 
was banned by the FSA from 
selling mutual funds for a 
year and from setting up a 
holding company for wining 
and dining government offi- 
cials. dropped Y50 to Y1.065. 
Fuji Bank also shed Y18 to 
Y465 amid concerns over its 
links with Okura. 

Shares in Nippon Mining 
and Metals, part of Japan 
Energy Corp. jumped Y658 
from its issue price of Y550. 
Yesterday was the compa- 
ny’s first day of trading on 
the exchange's first section. 
Nippon Mining and Metals 
was the most heavily traded 
issue of the day with 1945m 
stocks exchanging hands. 

The Top Lx index of all 
first-section shares was 
down 10.63 or 045 per cent at 
1 43-5.61 , In Osaka, the OSE 
index dosed down 16342 at 
17,097.55. 

HONG KONG reversed 
early losses to close with the 
Hang Seng index up 28.03 at 
748040. Early in the day the 
benchmark hit a session low 
of 7477.81 as worries about 
corporate earnings after dis- 
appointing results n-om 
HSBC set off a round of sell- 
ing. HSBC ended off HK$1 at 
HKS178, but late support 
from the derivatives market 
lifted the broad market. 


BHP 

Sara pun (W 

ieo» 

concerns of a weaker peso 
triggered by the yen’s 
declines. The composite 
index fell 3143 or 2 per cent 

iss JW ja 

to 1,511.44. 
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"“jjfv Bank, the state-owned finan- 
S ■ I cial institution, declined 50 
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1 tailing to a aays low of 40 

125 1 ^ 

Ql . . . 



. WELLINGTON fell steeply 

Jan 1998 

San Otawmmivr 

Acg as competition worries built 
up around market heavy- 
weight NZ Telecom- Talk 


JAKARTA closed sharply 
lower led by a sell-off in blue 
chips, and the composite 
index fell 13.91 or 2.9 per 
cent to 46145. 

Higher-than-expected infla- 
tion data for July and expec- 
tations of the introduction of 
a new bankruptcy law this 
month also weighed on equi- 
ties. 

Investors unloaded Tel- 
kom and Indosat In over- 
night trading on Wall Street 
and triggered more sailing. 
Telkom fell Rp225 or more 
than 5 per cent to Rp4,125, 
while Indosat lost Rp525 or 
3.7 per cent to Rpl3425. 

Other blue chips also lost 
ground with Indofood down 
Rp50 to Rp2450 and Sam- 
poerna falling Rp75 to 
Kp3450. 

MANILA traded lower on 


that the government might 
be planning to the 

telecoms regulatory regime 
to promote competition 
within the industry sent 
Telecom down 15 cents to 
NZ$840 where it accounted 
for half the day's decline in 
the benchmark 40 capital 
index. This closed off 23.03 
or l.i per cent at 2,081.02. 

SYDNEY saw continued 
Imying in BHP and Rio Tinto 
as speculation about the lat- 
ter buying BHP’s minerals 
division gained ground. 
BHP, which confirmed a 
senior management change 
on Monday, added 454 or 3.4 
per cent to A$1342 and Rio 
Tinto ended 38 cents higher 
at A$1840. 

AMP stayed weak, losing a 
further 25 cents at AS20.77. 
The All Ordinaries index 
gained 840 to S.6&3. 


out of speciality chemicals 
after brokerage downgrades 

for the sector. 

Bank Baer, which 
annmmreri a 73 per centrlse 
In net profits, advanced 
SFrl45 to SFr5425. 

MADRID closed higher 
after volatile trading In twn 
volumes, and the general 
index rose 548 or 0.7 per 
cent to 913.72. 

BBV gained ground on a 
single large buying order 
and dosed up Pta60 or more 
than 2 per f’WTll to Pte2420, 
Telefonica gained Pta20 to 
Pta7,390. Some investors 
remained worried about its 
purchase of Brazil’s Tele- 
brfis’ units, while some were 
wary of institutional selling. 

Fomento de Construc- 
d ernes y Contra tas, the con- 
structor, rose Pta240 or more 
than 3 per cent to Pta7,670- 
The group will form a hotel 
venture with Argentaria, the 


. bank, and hotel grbup Bar- 
celo. Argehtaria dosed dawn: 
Pta25or 0.7 per bent -to 
Pta&578. 

- MILAN lost ground, pulled' 
down by Waff. Street, and the 
Mibtel index dosed down 83 
or 04 per cent to 24463.- 

Banks continued to out- 
perform on merger , hopes; 
Strong first-half .earnings 
also triggered demand: 
Ran«i Gommorriale ftaliano 
rose-L607 to L14.007 on hopes 
that it bad renewed merger 
negotiations with 'Banca dl 
Roma, which rallied L96 to. 

_ L4437. Bflwrw Nazlonale del 
Lavoro rose 14,092 ' to 
145,246. 

■ Fiat dosed up L3 to L7.083. 
Profit-taking exuded some of 
the gains made on. Jfirm 
French July car sales and - 
Brazilian tax cuts. ... 

Olivetti, the most active 
Issue of the day, rose L74 to 
14,740. / • - - . • - . 

STOCKHOLM was -hit by 
losses in market heavy- 
weight Astra, and the gen- 
eral index dosed down 1647 
to 342942. 

Astra, the drags group, fell 
SKr6 to SRrt46 as the shares 
slid through the technical 
support level. Telecoms 
group Ericsson lost SKrL5 to 
SKr22L 

Scania rallied on strong 
first-half results, with the 
shares closing up SKrL5 at 
SKr230. 

Written and edited by Jeffrey 
Brain, Erolko Terazooo, Paul 
(began and Carolne Fossey ' ' 


The jHtc fticaHym last'/ week 

of Tetebras,.the holding cqnH . 
pany for BrariFs ' vastliefec ■ 
corns joetwbrk. tos just the : 
•Mad of event to give stock 
markets a shot to the arm: • " 
The sale netted R$22.1bn 
($l9bn), mostly! frbru-ovex-. 
seas investors. This far 
. exceeded expectations and. 
was a windfefl'for a govern- 
ment in need of foreijpl cash ' 
-to reduce Its budget and cur- - 
rentaccoimt de5rits.it also'. 
Came as a resounding vote of 
confidence, to the sector and, - 
by : extension, in the whole 
ec pwte ny .- 

•' Stocks 'in \ Sao .Paulo •; 
showed strong -gatos ton Che 
day. of the privatisation and 
Hie day rafter, contrary to 
their habit at rising on. the 
rhino or awrt falling on the 
fact The success of the sale 
-- a doeedenvetope auction 
tha trolled on through much 
of Wednesday -" was suffi- 
cient to sustain a. -rash , to’ 
Telebt&s shares 'on Thurs- 
day, when toe Bovespa index 
rose 8.76 per cent on volume 
of R$l44b n, ab ove the daily 
average of R$700m. ' . 

Bat the euphoria quickly 
subsided. Brazilian stocks 
seem once again at the 
-mercy of events overseas. At . 
midsession, -yesterday -it 
stood at 9448. down 465 or 
44 jper cent . . 

- One factor is uncertmnty 
over TelebrSs. Shareholders ; 
will soon receive a - ' corre- 
sponding number of shares 
in each of the 12 holding 
companies into which it was 
divided before privatisation: 
three fixed-line operators, 
on? . international ^and 
lonjg^distance. operator, and 

frigh t oplhilwT POT Qpa n iRK 

. Trading in the new hold- 
ing companies ~ and their 
ADRs - awaits approval 
from US and ' Brazilian : 
authorities and is expected, 
to begin later this' month. 
Meanwhile the shape of their 
ownership, continues . to 
emerge, with successful and 
unsuccessful bidders busily 
doing deals. • 

While they wait, investors 
have tiie option of shares in 




?'V 




t he handful of existing oper- 
ating companies traded in 
Brazfl. Two of these. TeJesp 
and Telesp Cellular to Sfto 
Paulo, correspond directly 
with a new holding company 
of the same name. 

Others, such as Telerj and 
Telemig, are subsidiaries of 
huger holdings and- can he 
expected eventually to 
merge. Some of these have 
suffered heavy falls, amid 
concerns that new 'owners 
win have difficulty investing 
enough to meet aggressive 
government performance 
targets. •• ; 

' One thing the. sale'. might 
have : been expected to 
achieve is a - reduction in 
Brazilian exchanges' notori- 
ous volatility. Part of the 
blame for. this.has often gone 
to excessive concentration in 
ohe_stock - Teiebr&s. With 
Telebrfis split in 12. this 
effect should ben-educed. 

But concentration is: likely 
to continue - in telecoms 
stocks. And stability can 
only be expected once Bra- 
zil’s economy is strong 
enough for its stocks to 
resist knock-on effects from 

n tWwn»rg <n p markpha 

For that to happen, inves- 
tors must be convinced that 
action Is being taken to com- 
bat the twin deficits. Reve- 
nues from the Telebr&s sale 
.will help, but are for from 
enough without further fis- 
cal reform. 

Jonathan Wheatley 
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STOCKS# MARKETS 


Wall Street kills off hopes of world rally 




EMERGING MARKET FOCUS 


WtmJLDOVHJVEW 

Wall Street's rapid tall in 
late-morning trading spelled 
the and to any hopes that 
Investors might have had of 
a rally in world markets yes- 
terday, writes Philip Coggan. 

The Dow Jones Industrial 
Average was down more 
than 200 points by New York 
lunchtime, with its weak- 
ness echoed in the broader 
S&P 500 index. Analysts 
have been worried for some 
time that the strength of the 


overall averages does not 
re □ act the poor perfor- 
mances of many smaller 
stocks; the small-cap Russell 
2000 index is down on the 
year. 

Earlier in the day. the yen 
rebounded on the back of the 
latest statements from Kiichi 
Miyasawa. the Japanese 
finance minister. Mr Miya- 
zawa backed away from his 
comment last week that the 
value or the yen and share 
prices should be left to the 
market and indicated that 


foreign exchange interven- 
tion could be justified. 

He also said the top rate of 
income tax would be cut 
from 65 per cent to 50 per 
cent; many overseas econo- 
mists have been urging per- 
manent income tax cuts to 
revive Japanese consumer 
spending. 

The yen managed to 
reverse its recent decline 
against the dol la r , strength- 
ening to Y1444 in late Euro- 
pean trading. But not every- 
one was convinced. James 


Montier, global strategist at 
BT Alex Brown, said the 
suggested cut in the top rate 
of tax would not make much 
difference 

“Japan's problems are two- 
fold. They don’t understand 
the nature of the economic 
problem they're stuck with. 
Tax cuts won't solve it; infla- 
tion wCL Second, they need 
to continue to address the 
stability of their financial 
system,” he said. 

While the Hang Seng 
inched ahead yesterday, 


most Asian stock -markets 
were tower Geoffrey JJennis,- 
global emerging market 
equity strategist at Deutsche 
Morgan Grenfell,, said: ' “Ai , 
the moment there is a com : 
plete absence of enthusiasm 
from Investors for . emerging 
markets. Volumes are very 
low. . . ‘ 

- “In addition, the prospects 
for emerging markets seem, 
to be bound up with the yen/' 
dollar rate.- -The collapse of 
the yen Is seen as a sign of 
global deflation; when it 


falls, so does .gold ' and' 
emerging markets, while 
Treasury bonds fjst"'" ‘ 
European markets started 
quite ; brightly in the circum- 
stances, especially as the 
Dow Jones Industrial Aver- 
age had- closed on, Monday' 
wtth-anear lO&pointtoss. 

; But when the Dow - weak- 
ened again, Europe reversed 
course.' Both Frankfurt and 
Paris, slipped be ck about. 1 
percent ■ V 

Lomfco markets, Page 28 
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US equities 
tumble on 
selling wave 


Swing in sentiment hits Dax 


AMSUCAS 

Wall Street found itself in 
the grip of a sudden and 
severe sell-off in late-mom- 
ing trading, which sent the 
Dow Jones Industrial Aver- 
age down below the 8,600 
level, writes John Lobote in 
New York. 

“We're seeing sellers 
everywhere,” said Dan Math- 
isson, head stock trader at 
DJ3. Shaw Securities in New 
York. The market has been 
weak in volatile trade for 
more than two weeks, but 
smaller and technology 
shares have until recently 
been the worst hit “What's 
different this week is the big 
caps. They're starting to Teel 
it.” said Mr Mathlsson. 

The market opened higher, 
but soon gave way to a wave 
of selling. By mid-session the 
Dow was off 202.88 or 24 per 
cent at 8.563.86. while the 
Standard & Poor’s 600 was 
down 2640 at 148544. 

The Nasdaq composite 
index, which is weighted in 
technology shares, plunged 
2.4 per cent or 44.77 to 
140643. In the small-cap sec- 
tor, the Russell 2000 fell 949 
to 403.47. 

Treasury bond prices rose 
as stocks fell back. Bonds 
opened lower as the yen 
recovered against the dollar, 
but then recovered as equi- 
ties sank. The benchmark 30- 
year bond was £ higher to 
1065. yielding 5.648 per cent 

Among Tollers in the Dow, 
Sears Roebuck slid 83% or 
more than 6 per cent to 
$47%. while Goodyear Tire 
lost $3}i to S57. 

In spite of the -heavy sell- 
ing. Procter & Gamble, a 
weak market lately, added 
81K to S771J. 

Shares of SCI Systems 


plunged $8& or more than 20 
per cent to $31% after the 
electronic product produc- 
er’s rating was cut by Leh- 
man Brothers and BT Alex 
Brown. 

Networking leader Cisco 
Systems lost $1& to $952 
before the company's earn- 
ings results. Similarly, 
America Online lost $1% to 
$114'A ahead of its earnings. 

Semiconductor shares pul- 
led back as well, with Intel 
down $1& to $83%. Online 
bookseller Amazon.com rose 
$1% to $109% after the com- 
pany announced it was 
acquiring two companies. 

Cendant feD $% or 4.7 per 
cent to 815% after the com- 
pany said it would release 
restated results for 1997 next 
week. 

TORONTO came back 
from its three-day weekend 
in less than resilient form, 
s lidin g lower from the open- 
ing bell as worries about the 
Canadian dollar continued to 
gnaw away at sentiment 

The h anks , interest rate 
sensitive and among the 
more heavyweight sectors, 
moved sharply lower with 
Royal Bank of Canada off 
C$1.90 at C$80.10 and Bank 
of Nova Scotia losing C$145 
at C$32.40. Toronto Domin- 
ion came off C$2.55 at 
C$57.15. 

There was some respite 
hum the gold sector where 
Barrick improved 30 cents to 
C$35. but this was not 
enough to offset a downward 
move by the broad market 

Among industrials, Alcan 
Aluminium shed C$145 to 
C$37.60, Seagram C$1.55 to 
C$53.50 and Northern Tele- 
com C$1.70 to C$87.00. 

The 300 composite index 
was off 149.73 at 6.78L70 at 
noon. 


Mexico loses early gains 


A slide on Wall Street hit 
MEXICO CITY, and the IPC 
index fell 95.25 to 4,07 9.09. 
Shares reversed earlier gains 
in tandem with US stocks. 

Telefonos de Mexico fell 
0.55 pesos to 21.50 pesos, 
while Bancomer lost 0.08 
pesos to 246 pesos. 

BUENOS AIRES fell back 
along with the region and 
Wall Street, and the Merval 
index retreated 9.76 to 56640. 

Indupa. the petrochemical 


company, fell 0.03 pesos to 
0.70 pesos, while Renault lost 
0.05 pesos to 2.05 pesos. Tele- 
coms were lower with Tele- 
com down 0.17 pesos to 6.60 
pesos. 

SANTIAGO weakened 
with the IPSA index declin- 
ing 1940 to 4,09246. 

Colbun. the power pro- 
ducer. which said it would 
not participate in a Brazilian 
power plant. Tell R80.50 to 
RS26.50. 


europe_ 

Initial gains In FRANKFURT 
melted away on the back of 
a wilting Wall Street to leave 
the Xetra Dax off 5548 at 
5,718.70 at the dose of the 
electronic session. 

Corporate news wa6 
mostly positive but of little 
help in the prevailing mood 
of profit-taking. This centred 
on software leader SAP, 
which continued to back- 
pedal rapidly. 

SAP surged more than a 
third in the three weeks to 
the end of July, but came off 
DM45.90 to DM1,225 to 
extend its decline to more 
than 7 per cent in two days. 

Adidas was a dear exam- 
ple of the swing In senti- 
ment Up more than 4 per 
cent in morning trading on 
solid results, the shares 
ended DM4.50 lower at 
DM250. 

Chemical giant BASF also 
ended tower, losing DM1.45 
to DM79.75, but Degussa, 
which like BASF turned in 
strong earning s, managed to 
move ah aari adding DM540 
tO DM111. 

PARIS also reversed early 
grins to end with the CAC 40 
index off 47.15 at 4,04748 in 
what was remarkably solid- 
looking volume for August 

Socle 16 Gdndrale was the 
session back-marker, losing 
FFr66 to FFr1,326. Steel 
giant Usinor shed FFr245 to 
FFr79. LVMH came off FFr27 
at FFr1,140 after CS First 
Boston cut its 12-month tar- 
get price for the shares by 
FFr100 to FFr1475. 

Retailer Promodes lost 
FFr120 at FFr3.520. while 
France Telecom, the heavy-, 
weight stock within the CAC 
40 index, shed FFr9 to 
FFr391. 

Micbelin rose FFr7.10 or 
24 per cent to FFr335 on pos- 
itive broker comment after 
last week’s disappointing 
first-half results. 

Lafarge improved FFr3 to 
FFr570 after an upgrade at 
Morgan Stanley that lifted 
its target price to FFr660. 
Broker optimism and news 
of an Australian disposal 
kept Alstom higher, lifting 
the shares FFr8 to FFr189. 





AMSTERDAM improved 
1141 to 1412.17 on the AEX 
index, helped by strong per- 
formances from Aegon and 
Akzo Nobel. They rose 
FI 7.50 or 44 per cent to 
FI 186.50 and FI 1.40 
to FI 103.10 respectively. 

Philips added FI 2 to 
FI 16440 and KLM 80 oents 
to FI 8140 after first-quarter 
results that ramp In at the 
top end of most brokers’ esti- 
mates. Heineken had a flat 
market on Monday, but ral- 
lied FI 2.60 to FT 8840. 

Publishers stayed busy 
before tomorrow's results 
from Wo Iters Klower and 
Elsevier. The former gained 
FI 3.10 to FI 307.10 and Elsev- 
ier added 30 cents to FI 32. 

ZURICH edged higher 
amid thin trading as a tech- 
nical rebound in leading 
blue chips lifted the SMI 
index 31 or 0.4 per cent to 
8.1704. 

Blue chips which foil on 
profit-taking rebounded. 
Nestle gained SFr26 to 
SFI3.081 and Zurich Insur- 
ance added SPrlO to 
SFrl.147. 

UBS rose SFrlS to SFr65L 
Some investors were encour- 
aged by increasing rumours 
that it may soon annmm«» 
the sale of its 25 per cent 
stake in Swiss Life. Swiss 
Life lost SFT26 to SFH447, 

Roche rose SFr90 to 
SFrl6,090. While technical 
buying partly lifted the 
shares, the approval of Xeni- 
caL the group’s anti-obesity 
drug, also fuelled demand 

Other drug shares were 
higher as investors shifted 


Last-minute lift for Jo’burg 


SOUTH AFRICA 


Tardy Investors supported 
shares io Johannesburg, and 
the all share index rose i per 
cent to 6450 on last-minute 
buying. 

The industrial index rose 1 
per cent, while the financial 


subindex added 14 per cent. 
The gold index was up 0.6 
per cent in spite of weak bul- 
lion prices. 

Shares in hotel construc- 
tion group Stocks and Stocks 
tumbled 5 cents or 44 per 
cent to 105 cents on disap- 
pointing results. 


Yen jitters drive Tokyo down 


AS 1 APAC 1 RC 

Shares in TOKYO continued 
to fall, but closed Just above 
the psychologically impor- 
tant 16.000 level after a day 
driven by negative senti- 
ment on the yen. writes 
Khozem Merchant in Tokyo. 

The Nikkei 225 Average 
finished down 14140 or 0.9 
per cent at 16,023.58. The 
benchmark traded between 
16.180.92 and 16.00445. Activ- 
ity was modest with some 
356m shares changing hands, 
though traders said the low 
turnover made share price 
fluctuations more dramatic 
than they were. 

The highlight of the ses- 
sion was Okura. a medium- 
sized trading company 
strong in steel products and 
machinery. Okura was 
suspended after reports that 
suppliers were stopping ship- 
ments because the company 
wanted to make purchases 
on credit rather than with 
cash. Okura denied it had 
cash problems, but its shares 
fell by the daily limit of Y50 
to YW. the biggest toiler of 
the day. down 374 per cent. 

Bank stocks were also hit 
amid concerns that the weak 
yen would persuade the 
authorities to scale back 
their plans to overhaul the 
sector, suffering from bad 
debts. Some traders also 
mentioned last week's penal- 
ties on banks by the newly 


formed Financial Supervi- 
sory Agency, which they 
said fuelled selling. 

Sakura Bank lost Y4 to 
Y319. Sanwa Bank, which 
was banned by the FSA from 
selling mutual funds for a 
year and from setting up a 
holding company for wining 
and dining government offi- 
cials. dropped Y50 to Y1.065. 
Fuji Bank also shed Y18 to 
Y465 amid concerns over its 
links with Okura. 

Shares in Nippon Mining 
and Metals, part of Japan 
Energy Corp. jumped Y658 
from its issue price of Y550. 
Yesterday was the compa- 
ny’s first day of trading on 
the exchange's first section. 
Nippon Mining and Metals 
was the most heavily traded 
issue of the day with 1945m 
stocks exchanging hands. 

The Top Lx index of all 
first-section shares was 
down 10.63 or 045 per cent at 
1 43-5.61 , In Osaka, the OSE 
index dosed down 16342 at 
17,097.55. 

HONG KONG reversed 
early losses to close with the 
Hang Seng index up 28.03 at 
748040. Early in the day the 
benchmark hit a session low 
of 7477.81 as worries about 
corporate earnings after dis- 
appointing results n-om 
HSBC set off a round of sell- 
ing. HSBC ended off HK$1 at 
HKS178, but late support 
from the derivatives market 
lifted the broad market. 
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concerns of a weaker peso 
triggered by the yen’s 
declines. The composite 
index fell 3143 or 2 per cent 
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. WELLINGTON fell steeply 

Jan 1998 

San Otawmmivr 

Acg as competition worries built 
up around market heavy- 
weight NZ Telecom- Talk 


JAKARTA closed sharply 
lower led by a sell-off in blue 
chips, and the composite 
index fell 13.91 or 2.9 per 
cent to 46145. 

Higher-than-expected infla- 
tion data for July and expec- 
tations of the introduction of 
a new bankruptcy law this 
month also weighed on equi- 
ties. 

Investors unloaded Tel- 
kom and Indosat In over- 
night trading on Wall Street 
and triggered more sailing. 
Telkom fell Rp225 or more 
than 5 per cent to Rp4,125, 
while Indosat lost Rp525 or 
3.7 per cent to Rpl3425. 

Other blue chips also lost 
ground with Indofood down 
Rp50 to Rp2450 and Sam- 
poerna falling Rp75 to 
Kp3450. 

MANILA traded lower on 


that the government might 
be planning to the 

telecoms regulatory regime 
to promote competition 
within the industry sent 
Telecom down 15 cents to 
NZ$840 where it accounted 
for half the day's decline in 
the benchmark 40 capital 
index. This closed off 23.03 
or l.i per cent at 2,081.02. 

SYDNEY saw continued 
Imying in BHP and Rio Tinto 
as speculation about the lat- 
ter buying BHP’s minerals 
division gained ground. 
BHP, which confirmed a 
senior management change 
on Monday, added 454 or 3.4 
per cent to A$1342 and Rio 
Tinto ended 38 cents higher 
at A$1840. 

AMP stayed weak, losing a 
further 25 cents at AS20.77. 
The All Ordinaries index 
gained 840 to S.6&3. 


out of speciality chemicals 
after brokerage downgrades 

for the sector. 

Bank Baer, which 
annmmreri a 73 per centrlse 
In net profits, advanced 
SFrl45 to SFr5425. 

MADRID closed higher 
after volatile trading In twn 
volumes, and the general 
index rose 548 or 0.7 per 
cent to 913.72. 

BBV gained ground on a 
single large buying order 
and dosed up Pta60 or more 
than 2 per f’WTll to Pte2420, 
Telefonica gained Pta20 to 
Pta7,390. Some investors 
remained worried about its 
purchase of Brazil’s Tele- 
brfis’ units, while some were 
wary of institutional selling. 

Fomento de Construc- 
d ernes y Contra tas, the con- 
structor, rose Pta240 or more 
than 3 per cent to Pta7,670- 
The group will form a hotel 
venture with Argentaria, the 


. bank, and hotel grbup Bar- 
celo. Argehtaria dosed dawn: 
Pta25or 0.7 per bent -to 
Pta&578. 

- MILAN lost ground, pulled' 
down by Waff. Street, and the 
Mibtel index dosed down 83 
or 04 per cent to 24463.- 

Banks continued to out- 
perform on merger , hopes; 
Strong first-half .earnings 
also triggered demand: 
Ran«i Gommorriale ftaliano 
rose-L607 to L14.007 on hopes 
that it bad renewed merger 
negotiations with 'Banca dl 
Roma, which rallied L96 to. 

_ L4437. Bflwrw Nazlonale del 
Lavoro rose 14,092 ' to 
145,246. 

■ Fiat dosed up L3 to L7.083. 
Profit-taking exuded some of 
the gains made on. Jfirm 
French July car sales and - 
Brazilian tax cuts. ... 

Olivetti, the most active 
Issue of the day, rose L74 to 
14,740. / • - - . • - . 

STOCKHOLM was -hit by 
losses in market heavy- 
weight Astra, and the gen- 
eral index dosed down 1647 
to 342942. 

Astra, the drags group, fell 
SKr6 to SRrt46 as the shares 
slid through the technical 
support level. Telecoms 
group Ericsson lost SKrL5 to 
SKr22L 

Scania rallied on strong 
first-half results, with the 
shares closing up SKrL5 at 
SKr230. 

Written and edited by Jeffrey 
Brain, Erolko Terazooo, Paul 
(began and Carolne Fossey ' ' 


The jHtc fticaHym last'/ week 

of Tetebras,.the holding cqnH . 
pany for BrariFs ' vastliefec ■ 
corns joetwbrk. tos just the : 
•Mad of event to give stock 
markets a shot to the arm: • " 
The sale netted R$22.1bn 
($l9bn), mostly! frbru-ovex-. 
seas investors. This far 
. exceeded expectations and. 
was a windfefl'for a govern- 
ment in need of foreijpl cash ' 
-to reduce Its budget and cur- - 
rentaccoimt de5rits.it also'. 
Came as a resounding vote of 
confidence, to the sector and, - 
by : extension, in the whole 
ec pwte ny .- 

•' Stocks 'in \ Sao .Paulo •; 
showed strong -gatos ton Che 
day. of the privatisation and 
Hie day rafter, contrary to 
their habit at rising on. the 
rhino or awrt falling on the 
fact The success of the sale 
-- a doeedenvetope auction 
tha trolled on through much 
of Wednesday -" was suffi- 
cient to sustain a. -rash , to’ 
Telebt&s shares 'on Thurs- 
day, when toe Bovespa index 
rose 8.76 per cent on volume 
of R$l44b n, ab ove the daily 
average of R$700m. ' . 

Bat the euphoria quickly 
subsided. Brazilian stocks 
seem once again at the 
-mercy of events overseas. At . 
midsession, -yesterday -it 
stood at 9448. down 465 or 
44 jper cent . . 

- One factor is uncertmnty 
over TelebrSs. Shareholders ; 
will soon receive a - ' corre- 
sponding number of shares 
in each of the 12 holding 
companies into which it was 
divided before privatisation: 
three fixed-line operators, 
on? . international ^and 
lonjg^distance. operator, and 

frigh t oplhilwT POT Qpa n iRK 

. Trading in the new hold- 
ing companies ~ and their 
ADRs - awaits approval 
from US and ' Brazilian : 
authorities and is expected, 
to begin later this' month. 
Meanwhile the shape of their 
ownership, continues . to 
emerge, with successful and 
unsuccessful bidders busily 
doing deals. • 

While they wait, investors 
have tiie option of shares in 
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t he handful of existing oper- 
ating companies traded in 
Brazfl. Two of these. TeJesp 
and Telesp Cellular to Sfto 
Paulo, correspond directly 
with a new holding company 
of the same name. 

Others, such as Telerj and 
Telemig, are subsidiaries of 
huger holdings and- can he 
expected eventually to 
merge. Some of these have 
suffered heavy falls, amid 
concerns that new 'owners 
win have difficulty investing 
enough to meet aggressive 
government performance 
targets. •• ; 

' One thing the. sale'. might 
have : been expected to 
achieve is a - reduction in 
Brazilian exchanges' notori- 
ous volatility. Part of the 
blame for. this.has often gone 
to excessive concentration in 
ohe_stock - Teiebr&s. With 
Telebrfis split in 12. this 
effect should ben-educed. 

But concentration is: likely 
to continue - in telecoms 
stocks. And stability can 
only be expected once Bra- 
zil’s economy is strong 
enough for its stocks to 
resist knock-on effects from 

n tWwn»rg <n p markpha 

For that to happen, inves- 
tors must be convinced that 
action Is being taken to com- 
bat the twin deficits. Reve- 
nues from the Telebr&s sale 
.will help, but are for from 
enough without further fis- 
cal reform. 

Jonathan Wheatley 
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, Mortgaga teetnd on 


i pram MMHt Boqr u n^Md. CM fentar Im or up to. m « «w anour* bonoMd mr ba ongad demnon 

toMtoas ad epgMd ivwMm any M Met yon my bn wwab d ta on ton abne nurtan Thu Khan 
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bm BMd mad by Jcfin Qweal Lnca! am The John ctrad Pamcnbto Ud ■*** pi n^toad by tfa Penonto a nn um Hstkm ntdeh don not naiWn mortsw tuupeGC 
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YOUR HOME IS AT RISK IF YOU DO NOT KEEP UP REPAYMENTS ON 
A MORTGAGE OR OTHER LOAN SECURED ON IT. . 




